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Two oldest banks 
in the West 


now one bank 


American Trust Company and Wells Fargo Bank have joined forces 





















to better serve rapidly growing Northern California. As two banks, 
we have shared a heritage of history, an ideal of service that have WELLS FARGO 
made us natural partners since the feverish 1850’s. Now, to this com- 
mon philosophy, we add the combined skill of our well-trained staffs, 


the pooling of specialized experience, a substantial expansion of deposits 18 Alle ee 
Get ~~ 


and capital. On this sound foundation, our bank is in a strong position 
to meet the needs of all customers. Today, as Wells Fargo Bank AMERICAN 
American Trust Company, we welcome the challenge of the years ahead. TRU ST 


HEAD OFFICE: SAN FRANCISCO 








Resources in excess of $2,400,000,000 Capital Funds $165,000,000 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORA N 
MEMBER FEDERAL RESERVE SYSTEM 
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Big oil man from Boston 


Admittedly, this Bostonian doesn’t know beans about the aromatic-olefin mix 
in catalytic reformates. He is glad to leave the technical stuff to the petro- 
chemists. But as an Old Colony investment analyst, concentrating on oil securi- 
ties, he does have an intimate knowledge of the over-all oil business — knowledge 
gained first hand on regular field trips and in management interviews. 
Take this intelligent, on-the-spot analysis, refine it with Old Colony’s wealth of 
investment skills and experience, and you’ll begin to understand why Old Colony 'y Worthy of 
is New England’s largest trust company. Indeed, one of the very largest anywhere. 7 your Trust 
When you, or your clients, require invest- 
ment or trust services, keep this in mind. 
Over the years this personal investigation OLD COLONY 
plus experience plus sound judgment can TRUST COMPANY 


work wonders with a portfolio. 
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Giant Eye for Detecting the Unseen 


Faster-flying jetliners call for more alert ground safety 
devices. Faster-speeding missiles must be located and 
tracked by more sensitive warning systems. Faint mes- 
sages from the stars must be received more clearly— 
to keep America ahead. 

These new radar antennas—man’s electronic eyes 
—are strange in shape and hard to build. Goodyear- 
developed metal-fabricating techniques make them 


Lots of good things come from 


TIRES INDUSTRIAL PRODUCTS - CHEMICALS 


FOAM PRODUCTS FILMS 


practicable. Goodyear-developed reinforced plastic 
radomes protect the antennas from gale-force winds 
and arctic storms. Goodyear research into new ways 
of doing things helps make life better, safer—cuts a 
new path to the front door of space. 

Before an airplane flies, before a rocket can be 
tracked, Goodyear imagination, planning and research 
have been alert—listening to the pulse of tomorrow. 
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Cover Picture . . . Night view of Place 
d’Armes in Montreal, host city for the Eighth 
Annual Conference of the Trust Companies 
Association of Canada, reported in this is- 
sue. The lamp standard in the foreground 
stands outside Notre Dame Cathedral. In 
the center is the statue of Maisonneuve, 
founder and first Governor of Montreal in 
the 17th century, with the Royal Trust 
building in the background. Today Montreal 
is Canada’s largest city with a population 
well in excess of a million and the head 
office of the Dominion’s two largest trust 


companies. 
Photo by National Film Board 
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Probate Attorneys Renamed 


The Probate Attorneys Association 
which was incorporated in 1949 has 
changed its name to The American Col- 
lege of Probate Counsel. Your magazine 
has from time to time published some 
of its studies, particularly those dealing 
with the rights of trust companies to 
act as fiduciary in other states. 

Attorneys who have had experience 
in active probate practice for a period 
of not less than ten years or participa- 
tion in the preparation or active pres- 
entation of at least fifty probate matters 
are eligible for election as Fellows of 


the College. 


Active trust officers who are licensed 
to practice law in the highest court of 
any state of the United States or the 
District of Columbia, and who have had 
not less than ten years’ experience either 
as a lawyer or as an officer in such trust 
department, or a combination of both, 
are eligible for election as an Associate 
Fellow of the College. 


Further information may be obtained 
from Gail B. McKay, Esq., Executive 
Secretary, The American College of 
Probate Counsel, 10962 West Pico 
Boulevard, Los Angeles 64, California. 

Leon Schaefler, 
President 


New York City 


Accountants to Fore 


The recent communication about the 
A.I.C.P.A.’s Committee on Estate Plan- 
ning from your magazine, long consid- 
ered the house organ of estate planners, 
indicates a definite advance by the 
C.P.A.’s in the professional field. The 
American Institute has long carried on 
a diligent battle for the recognition of 
accounting as a profession and nobody 
can appreciate the significance of this 
effort better than the small practitioner, 
and that is precisely where estate plan- 
ning offers the greatest opportunities. 


Curtis H. Willey, C.P.A. 
Terre Haute, Ind. 


Trust Career 


I find the article on “Trust Service 
as a Career” by Peter R. Sperling 
(April, p. 320) most interesting. For 
the last six or seven years, we have 
been putting a great deal of emphasis 
on the procurement and training of 
potential young men for our Trust Com- 
pany. We are taking them on the same 
| (Continued on page 407) 
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HOW ARE YOUR SECURITIES LINED UP? Week-end golf is one 


thing. . .“‘week-end” investing quite another. And with all due respect to the golfing world, | 













St 
we venture to suggest that lining up your securities properly may be a good deal more 
complex than dropping that putt next Saturday morning. 
p é 

Investing important sums of money really isn’t a job for amateurs or part-time experts. It’s 
a demanding full-time assignment for a qualified team of investment “pros”. te 
fi 


And that, in an oversized nutshell is what our Investment Advisory Service offers you. This | s 
is a complete, continuing management and custodian service, at a fee that is moderate and % 
usually tax-deductible. Your securities remain under the surveillance of a staff of experts in 
security management, analysis, and research. Our booklet, “How to Get the Most out of | 


Your Investments’”’ will be sent to you upon request. Just address: le 


FIRST NATIONAL CITY TRUST COMPANY, 22 William Street, New York 





$7 BILLION IN FIDUCIARY ACCOUNTS IS THE 
NEW RECORD posted by the 48 Canadian trust 
companies, and they are now growing faster 
than the gross national product figure. 
Trust services are provided throughout the 
Dominion by more than 150 branches and 
agencies. The 8th annual conference of the 
Trust Companies Association — reported in 
this issue — gave evidence of the aggres- 
sivenesS with which they are putting their 
story before the public, pressing for 
realistic investment and generally improv- 
ing operating techniques and professional 
training of staff. Outstanding is their 
leadership in the political economy of the 
nation as it affects the basic protection 
of their customers and the public alike. 


LIFE INSURANCE PLAYS SO LARGE A ROLE 
in the industrial economy as well as in 
private estates that the editors of Trusts 
and Estates, with the fine cooperation of 
the Institute of Life Insurance, this 
month introduces a new regular feature: a 
column on the financial and estate plan- 
ning aSpects and developmets, written by 
the widely read columnist Charles C. Rob- 
inson (p. 412). Mr. Robinson, formerly as- 
| sistant to the president and director of 
» public relations for Guardian Life, and 
» vice president of Columbian National Life, 
_ writes a weekly column on insurance syndi- 
ld, j cated in 28 newSpapers, and iS a con- 
Sultant on home office-field force com- 
munications. We invite our readers to pre- 
Sent questions for discussion, and news 
deserving of national publicity. 


THREE OUT OF FIVE LEAVE WILLS, according 
to a study by T&E of over 100,000 estates 
filed in 1959. Covering counties repre- 
his senting over one-fifth of the population 
nd of the United States, the survey shows 
that 60,477 wills were admitted to pro- 
bate last year, while 39,990 letters of 
of | administration were granted on intestate 
estates, a testacy ratio of 60.2%. A simi- 
lar analysis ten years ago revealed a 
Tatio of 52.5%. Further details are re- 
Ported at p. 414. 
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LONG STEP TO SOCIALIZED MEDICINE Will 
be taken if the Forand bill for medical 
care of those drawing old-age or survivors 
benefits is enacted, and the SS tax base 
would rise from $4800 to $6,000. Supposed- 
ly payable half by employees. it would 
provide another cause for wage increase 
demands, and thus higher production costs. 
Like Social Security itself, it interposes 
governmental bureaucracy for private in- 
surance, and may have the effect found in 
Canada where Blue Cross is already being 
liquidated in once province. The Adminis- 
tration bill does allow optional subsidy 
of private health-care insurance, but 
either event we can anticipate paying more 
in taxes and increasing the government pay- 
rolls. Meantime a score of states have in- 
creased idle pay and benefit periods. Re- 
lief of distress is one thing; relief from 
individual responsibility is a different 
horse and one that is making us a nation 
of insolvent or in-hock dependents, bear- 
ing little resemblance to those who built 
our nation by hard work, saving and self- 
reliance, with charity determined by local 
need and knowledge. 


CANADIAN EQUITIES HAVE DISAPPOINTED many 
investors in recent years by failure to 
match over=-glamorized expectations. The 
country's intermediate and long-term pros- 
pects are surveyed in this issue, at p. 
470, by Arthur A. McLaughlin, one of the 
outstanding authorities in this area. 


THE FIRST LEGISLATION REPORT FOR 1960 
(see p. 497) shows that uniformity is al- 
ready disappearing under some so-called 
Uniforms Acts. The Gifts to Minors Act has 
been changed to include insurance as a pos- 
Sible matter of a gift (Ky.) while the 
earlier Gifts of Securities to Minors Act 
has been amended to add savings and build- 
ing and loan associations to the defini- 
tion of "security" (Ga.). An attempt to 
include insurance was vetoed by Governor 
Rockefeller (N. Y.) because, among other 
reasons, of opposition by the Uniform Laws 
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Commissioners....Kentucky also joined the CURRENT TRENDS IN TRUST ADVERTISING iN 


nit iba vt al 

















growing list of states which in recent CANADA have stressed magazine copy as el] 

years have legislated on perpetuities by as forums with visual presentations anj i il 
adopting the common law rule as modified panel discussions. A round-up of methois 
by the "wait-and-see" and cy pres doc- and materials used appears at p. 439, with | las 
trines. a more detailed account of the use of 4 yo 
: | no 
ESTATE TAX CREDITS ON PRIOR TRANSFERS a. Sia ee Se See . a 
may now be available even though the prop- si | Co 
erty upon which the credit is based is MIZED BUSINESS NERS SASED STOCK PRICES | fer 
neither enjoyed by the second decedent nor at the end of April, SERS the eReeption of j al 
taxable in his estate. The present Code the super-giawer grep watch turned in Ma 
provision completely reverses the previous some notable advances in the face of a . lar 
concept. Practical applications of the <tppensigaatl naperaped pore arenes —- | = 
current rules to planning and administra- naib ort = se “are — pr 
tion are offered at p. 416. panies with good growth potential, and 
notably those quite recent "Growth sm 
EQUITY CHANGES IN 244 COMMON TRUST FUNDS Favorites," the petroleum companies, it cid 
reporting to Trusts and Estates for the seems that Speculative preference has . 
° wh 
quarter ended March 31 showed that the turned from assets in the ground to none is 
common Stocks of 163 companies were newly in the sky. Some professionals are of the not 
purchased and those of 109 companies com- opinion that amateurs speculating in these pai 
pletely sold out by one or more funds. Ten fast movers might run for cover if Specu- cor 
of the newly purchased stocks are addi- lative confidence is shaken, hence risks sca 
tions to the overall list of equities held run high in this area. While majority wh 
by Common Trust Funds at the year-end. opinion still sees no evidence of a solid car 
Stocks newly purchased by the largest num- base, the glamor contingent would seem - 
ber of Funds were Westinghouse Electric somewhat divorced from a realistic ap- = 
(13) and International Business Machines praisal of values or other more conserva- 
(10). Complete list appears on p. 450. tive media are being unduly neglected. * 
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Onio Trust Conference 
Disc:isses Advertising, Taxes 


The advertising fraternity of Ohio 
last yerr obtained a “Right to Adver- 
tise” law that is now to be used as a 
model for other state legislatures, Mel- 
vin Tharp, advertising director of the 
Columbus Dispatch, told the Trust Con- 
ference of the Ohio Bankers Association 
at the April 20 meeting in Columbus. 
Mass distribution is a necessary corol- 
lary to mass production, he said, and 
advertising is the spark plug of distribu- 
tion. 

The speaker offered seven rules for 
improving advertising. They are: 1. De- 
cide what’s unique about your bank and 
tell your prospects about it; 2. Find out 
what your customers like about your 
bank and advertise these things to your 
non-customers; 3. Once you get a cam- 
paign going, stick to it; 4. Advertise 
consistently; 5. Concentrate — don’t 
scatter; 6. The prospect is interested in 
what you can do for him — not what he 
can do for you; 7. Repeat successful ad- 
vertising ideas and they will repeat their 
success. 

The effects of Federal taxation on 
trusts and estates were next discussed by 
Norman A. Sugerman, Cleveland attor- 
ney. The impact of Ohio taxes was dealt 
with after lunch by C. Emory Glander, 
tax counsel for the Association. Eco- 
nomic forecasting in the making of in- 
vestment decisions was the subject of an 
address by James D. Kelly, assistant sec- 
retary of Irving Trust Co., New York. 

The closing feature of the conference 
was a panel discussion of operational 
procedures, with Robert E. Sipes, trust 
oficer of National City Bank of Cleve- 
land, acting as chairman. The panel 
members were Josiah T. Herbert, vice 
president and trust officer, Toledo Trust 
Co.; Joseph F. Connelly, assistant vice 
president and trust officer, Third Na- 
tional Bank & Trust Co., Dayton; and 
Theodore P. Learn, trust officer, Central 
Trust Co., Cincinnati. 

Arthur G. Young, vice president and 
trust officer of Mahoning National Bank 
of Youngstown, presided as chairman of 
the OBA Trust Committee. 


A AA 


Arkansas Trust Conference 
Hears About Oil Interests 
The Seventh Annual Trust Confer- 
ence of the Arkansas Bankers Associa- 
tion Trust Division was held in Little 
Rock, April 7, with discussions of in- 
vestments, small department problems, 


and the management of oil and gas 
leases, 


May 1960 


After greetings by Association presi- 
dent Cecil Cupp, who is president also 
of Arkansas Trust Co., Hot Springs, the 
trustmen turned to the subject of “Prac- 
tical Aspects of Handling Oil and Gas 
Leases by Fiduciaries.” Roy E. Smith, 
vice president and trust officer, First 
National Bank, El Dorado, spoke on the 
attitude of owners in leasing their prop- 
erties, the various business specialists 
with whom the trustman must deal, de- 
tails about the granting of leases, lease 
rentals considered after the first year for 
extension of the lease, and what happens 
if oil or gas is found. His remarks also 
dealt with division orders, the income 
received from production, how trust de- 
partment ownership is acquired and 
evaluated, and how to handle annual 
payments under leases. 


“Investments for Fiduciaries” were 
then discussed by Edward E. Stocker, 
vice president and senior trust officer, 
Continental National Bank, Fort Worth. 

In the afternoon Fred M. Pickens, Jr., 
Newport attorney, spoke on “Attorney- 
Trust Officer Relations” after which 
“Trust Problems of Smell Banks” were 
discussed by a panel consisting of: A. F. 
Williams, trust officer, Worthen Bank & 
Trust Co., Little Rock, moderator; J. H. 
Bowen, vice president and trust officer, 
Union National Bank, Little Rock; Wil- 
liam L. Little, trust officer, National 
Bank of Commerce, Pine Bluff; and J. 
H. Rice., Jr., vice president and trust 


officer, First National Bank, Little Rock. 
A A A 


Illinois Trust Conference 
Held in Rockton 


The 23rd Annual Trust Conference of 
the Illinois Bankers Association was 
held in Rockton on April 20 with em- 
phasis on law, economics and _ invest- 
ments, and the largest attendance ever. 

After greetings by Charles Summer- 
field, president of the Rockford Clearing 
House and of City National Bank, and 
from Kenneth Cook, president of the [I- 
linois Bankers Association and of Du- 
Quoin State Bank, an address on “Rela- 
tions with the Bar” was presented by 
Don McLucas, vice president, Northern 
Trust Co., Chicago. Willard Pedrick, 
professor of law. Northwestern Univer- 
sity, then spoke on “ ‘Mr. Magoo’ and 
the Prudent Man Rule,” folowed by R. 
Emmett Hanley, vice president, City Na- 
tional Bank & Trust Co., Chicago, chair- 
man of the Legislative Committee, on 
“Trust and Estate Legislation.” 

In the afternoon Ernest T. Baughman, 
economist, Federal Reserve Bank of 
Chicago, spoke on “The Current Eco- 


nomic Outlook.” He was followed by 
William G. Ericsson, assistant vice 
president, American National Bank & 
Trust Co., Chicago, who talked on in- 
vestments under the title “What Hap- 
pened to Mrs. X?” Last on the agenda 
was a trust investment panel consisting 
of: Fletcher C. Ransom, vice president 
and trust officer, Citizens National Bank, 
Decatur, moderator; P. Joseph Dam- 
bach, trust officer, City National Bank & 
Trust Co., Chicago; Mr. Ericsson; Rich- 
ard L. Linney, vice president, Continen- 
tal Illinois National Bank & Trust Co., 
Chicago. 

The luncheon speaker, Willis D. 
Nance, president of the Chicago Bar As- 
sociation, entitled his address “What Is 
Your Name.” 


A A.A 


Faculty Announced for 
National Trust School 


Announcement has been made of the 
faculty members for the initial session 
of the National Trust School to be held 
August 8-26 at Northwestern University, 
Evanston, Ill. During the first nine days 
all students will receive instruction in 
the basic fundamentals of the trust busi- 
ness. For these required courses ten in- 
structors have been named. 

Thereafter trust major courses will 
run concurrently in Administration and 
New Business. The Administration fac- 
ulty comprises eight members including 
one of the lecturers in the basic courses. 
On the New Business faculty will be a 
dozen men, including two from the other 
groups. 

Supplementing daytime instruction, 
there will be 12 evening sessions con- 
ducted by six lecturers, two of whom are 
doubling from the New Business faculty. 


AAA 
CORRESPONDENCE 
(Continued from page 403) 


salaries and endeavoring to move them 
as fast and into responsibility as quick- 
ly as their counterparts in commercial 
banking, and I believe we are gradually 
getting together a fine group of young 
men, many of whom will be capable of 
taking on senior responsibility. We look 
on Trust training as one of our major 
programs. 
Lewis B. Cuyler, 
Senior Vice President 
First National City Bank 
New York 
A AA 
e Subscribers are invited to express in- 
terest in a five or ten year index to 
TRUSTS AND ESTATES. 
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View from 


Mount Royal showing skyline of Montreal’s business and financial center 


© Hollenzer & Co. Ltd, 
and St. Lawrence River in background 





Trust ContrBurions To Dominion Econom 


Proceedings of 8th Annual Conference of 
The Trust Companies Association of Canada 


N ASSEMBLAGE OF NEARLY THREE 

hundred trust officials and gradu- 
ates of the Queens University Training 
Course for trust company employees* 
on April 21st provided a capacity audi- 
ence for a brief but excellent program 
at the Sheraton-Mount Royal Hotel in 
Montreal. It was the first Dominion- 
wide conference to be held outside Tor- 
onto and, because of its successful re- 
sponse, will be a worthy precedent for 
alternating future meetings in other ci- 
ties, which will be hard pressed to match 
their Quebec hosts in hospitality and 
effective programs. 

The bilingual character of Quebec 
province (Montreal being the second 
largest French-speaking in the 
world) was observed by Maurice Forget 
— assistant general manager of Royal 
Trust Co. — in his gracious welcoming 
address in both English and French. 
Delegates came from several provinces, 
but mainly Quebec and Ontario. This 
is understandable as the distance be- 
tween Newfoundland’ and Vancouver, 
B. C. is more than 4,000 miles. 

Proof that the corporate fiduciary has 
established itself as a major factor in 
the financial economy of Canada was 
given both by the subjects discussed and 
by the aggregate figures for estates, 
trusts and agency funds under adminis- 
tration. These funds increased by $581 


city 


*The awards and diplomas were presented by W. 
G. Leonard, director of professional courses at the 
University. 


408 





million or nearly 9° last year for a 
total of $6,900,000,000, a rise of 60% 
in the last five years. Funds of employee 
benefit trusts increased nearly 13% to 
an aggregate of $945 million. 

Of particular pertinence was the re- 
cognition, which permeated the confer- 
ence talks and discussions, of the de- 
pendence of effective financial protection 
on the general economy, and the obliga- 
tion of the Trustee to assume an active 
rather than passive role if he is truly to 
serve his profession and his country’s 
best interests. This has been specifically 
evidenced in a number of annual re- 
ports by banks and trust companies, as 
well as by personal presentations before 
governmental authorities, on matters 
affecting not only the trust companies 
but the economic well-being of the citi- 
zen. As one of the speakers summarized: 
Politics is today the mainspring of the 
national economy, for good or bad. As 
responsible businessmen in whom so 





NEW AND RETIRING PRESIDENTS OF 
TRUST COMPANIES ASSOCIATION 


E. T. GODWIN 





many people have placed their conf- 
dence, we have an extra obligation to 
educate ourselves and our publics as to 
economic consequences of major politi: 
cal action. 


While the trust companies are nov 
growing at a greater rate than the na- 
tional economy, several speakers empha- 
sized the necessity of more intensive ef: 
forts to inform the community about 
the advantages of their varied and e 
sential services, as well as their role in 
the social economy, to create the proper 


a 





image and help more customers in their | 


personal and business affairs. 


As chairman of the Conference, As | 


sociation president J. M. Armstrong, 
Q. C., who is assistant general manager 
of British Mortgage & Trust Co. in 
Stratford, Ont., gave an excellent sum- 
mary of the work of the various com: 
mittees and cited the successful culmin- 
ation of efforts to establish a suggested 
guide for fees in Ontario, urging other 
jurisdictions to consider adopting such 
a guide. He also highlighted the pro- 
gress made in modernizing “horse-and- 
buggy” regulations governing trustee in- 
vesiment and strongly urged the em 
couragement and training of young 
men and women to imbue them with the 
desire to make a career of trusteeship 
in the highest traditions of businesslike 
but human service. 


The reports of committees were excel: 
lent both in their brief, practical com 


TRUSTS AND ESTATES | 











tio 
mé 


Te 













































































tent avd in the accomplishments they 
were azole to show, as subsequently re- 
lated. : he afternoon session featured an 
ynusuz'!y pertinent panel discussion in 
which .epresentatives of four investment 
fields «ave observations on the Invest- 
ment }’ractices of Trust Companies. 

It was obvious that this organization, 
only eight years old, has performed 
immeasurable valuable services not only 
to the trust companies but fully as much 
to the public they serve, under the ablest 
commiitee and official leadership, ably 
synthesized by the association’s secre- 
tary, William R. Scott. These efforts 
have gone far to overcome the distances 
and differences of a vast area and two 
systems of fiduciary law, while at the 


| same time building a professional atti- 
tude and pride among the men who 
gained the confidence of many thou- 


' sands of its substantial citizens. 


Following the business session, E. T. 
Godwin, general manager of the Crown 
Trust Co. in Toronto, took the gavel as 





newly elected president of the Associa- 
tion. W. L. Knowlton, Q. C., general 
manager, Canada Permanent Trust Co., 

conf}, Toronto, became first vice president. 
on to In his banquet address, the well- 
as to}. known economist J. R. Petrie gave a 
politi- well-organized review of Canada’s eco- 
nomic situation and prospects, also out- 
. now{ lining problems common on both sides 
ie na | of the border, particularly relating to 
mpha. inflation and cost control and the trend 
ve ef} 0 political paternalism. In this connec- 
about} tion it was noted that social legislation 
nd es}, in Manitoba has so far invaded the 
ole in} tealm of private enterprise that the 
yroper | Blue Cross program has had to be li- 
. their | quidated in favor of the new provincial 

© bureau. 
% As Investment Firms View of 
me Trust Practices 

ig h A panel of representatives of an un- 
ale derwriting-brokerage firm, an_ invest- 
com ment counselling organization, an In- 
dell vestment Fund and an Investment Sta- 
ail tistical Service brought some interesting 
ye — and generally rather flattering — ob- 
+ such | Stations to a “full house” audience at 
: a the afternoon session. Hamilton Bolton 
ee Bolton. ‘Tremblay & Co. considered 
pe e work of investment counsel and trust 
wy companies as largely complementary in 
ye nature and called attention to the higher 
youve @ fees charged by counsellors (compared 
ith the | t trust company fees for investment 
ceeshiP @ manager. P . “1R “sa by 
par gement) as being necessitated y 
extensive consultation time and_fre- 
* quency of review, as well as special sit- 
, excel » \ation studies in a business-man’s risk 
al com | type of investment. Accumulation of 
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VOLUME OF ESTATE, TRUST & AGENCY FUNDS 
ADMINISTERED BY CANADIAN TRUST -COMPANIES* 


As of December 31, 1958 and 1959 


MEMBERS OF TRUST COMPANIES ASSOCIATION OF CANADA 


Institution 


ACADIA TRUST Co. _______ 


BRITISH MORTGAGE & TRusST Co. 


CANADA PERMANENT TRUST Co. 
CANADA TRUST Co. _____ 


CHARTERED TRUST Co. - 
CROWN TRUST Co. _______. 


HASTERN Truer Co; 
GENERAL TRUST OF CANADA. 


GUARANTY TRUST Co. OF CANADA 


BROCKVILLE TRUST & SAVINGS Co.7} - 


Head Office 


es | ey ee 
ADMINISTRATION & TRUST Co. 
BRITISH CANADIAN TRUST Co, _____. 


Montreal 


_Lethbridge, Alta... 


Stratford, Ont. _ 
Brockville, Ont. - 
Toronto - 


soe One, One 
CENTRAL TRUST Co, OF CANADA ____ 


Moncton, N. B. __ 


-_Toronto _ 
__ Toronto - 
_._ Halifax 


Montreal - 
Toronto - 


HALTON & PEEL TrRusT & Svos. Co. Oakville, Ont. - . 


INDUSTRIAL MORTGAGE & TRUST Co. 


LAMBTON TRUST Co. - 


MONTREAL CITY & Dist. TRUSTEES 


MONTREAL TRUST Co. . 
MorGAN TRUST Co. - 
NATIONAL TRUST Co. LTD. 
Nova Scotia Trust Co. 
PREMIER TRUST Co. _ 
PRUDENTIAL TRUST Co. LTD. - 
RoYAL Trust Co, - 


SOCIETE NATIONALE DE FIDUCIE _ 


STERLING TRUSTS CORP. . 


TORONTO GENERAL TRUSTS CoRP. . 


VICTORIA & GREY TRUST Co. - 
WATERLOO TRUST & SAVINGS Co. 


YORKSHIRE & CANADIAN TRUST Co. - 


Sarnia, Ont, 


_Sarnia, Ont. ___ 


Montreal 
Montreal _ 
Montreal 


_Toronto - 
_ Halifax _ 


Toronto _ 


. _. Montreal _ 


Montreal - 


_Montreal 


Toronto 
Toronto 
Lindsay, Ont. 
Kitchener, Ont. 
Vancouver 


Estate, Trusts & Agencies 





OTHER TRUST COMPANIES 


ALUMINUM FIDUCIARIES LTD. - 
CANADIAN TRUST Co. - 
COMMERCIAL TRUST Co. 
CUSTODIAN TRUST Co. 


EXECUTORS & ADMIN. TRUST Co. - 


GUARDIAN TRUST Co. __. 
IMPERIAL TRUST Co. _____- 
INVESTORS TRUST . ; 
NORTH CANADIAN TRUST Co. __ 
OKANAGAN TRUST Co. - 

RacGENT Trust Co. 
RETAILERS TRUST Co. __ 


ScoTtisH Trust Co. _.___________ 


Securiry Trust Co. ___________ 
SHERBROOKE TRUST Co. - 


Total 


Grand Total 


_ Winnipeg 
_Saskatoon ___. 
_.Montreal - 
_Calgary, Alta. 
.__Sherbrooke, Que.. 


_.Montreal __. 


Montreal 


_Montreal 
PL. 

Moose Jaw, Sask. 
_.Montreal 
_..Montreal 
_.Winnipeg 
_Winnipeg 


Kelowna, B.C. 





1958 1959 
11,954,608 $ 13,112,112 
242,863,914 262,345,561 
5,787,392 (5,787,392) 
1,531,673 1,489,404 
4,047,408 : en 
156,888,116 173,705,619 
314,398,203 358,251,560 
29,738,271 33,810,713 
111,997,990 126,775,253 
166,196,443 180,868,685 
158,600,097 188,061,298 
215,893,562 209,796,019 
116,919,026 131,589,111 
417,474 448,766 
2,723,189 3,894,651 
2,862,220 3,221,069 
36,327,224 39,449,729 
_ 1,878,850,207 1,547,244,733 
8,254,092 9,342,877 
593,694,806 664,092,078 
34,956,134 37,769,295 
7,035,161 6,973,692 
23,685,743 25,298,858 
2,021,499,948  2,156,682,407 
50,651,444 51,511,883 
10,415,230 10,691,127 
471,165,061 499,349,564 
16,370,721 19,218,165 
32,042,882 35,931,083 

NA NA 
$6,227,768,239  $6,803,869,223 
11,768,381 $ 7,242,648 
1,524,326 1,730,974 
10,213,625 11,194,933 
(1,537,540) (365,662) 
1,054,608 1,069,718 
33,816,866 40,215,838 
11,704,014 13,714,005 
1,558,764 7,156,519 
671,203 674,595 
1,185,500 802,775 
1,045,988 2,373,618 
296,183 441,722 
734,219 734,219 
(261,208) (643,692) 
14,969,317 18,022,077 
90,782,978 $ 99,226,476 
_$6,318,551,217 $6,903,095,699 


*Figures furnished by Mr. K. L. Bullerwell, Office of Superintendent of Insurance K. R. MacGregor. 


Parenthetical figures are as of earlier year. 


NA—Not available as head office is in England. 


+Absorbed by Montreal Trust Co. 








large volume in small and larger ac- 
counts, and variety of holdings in living 
trust accounts pose a problem of dilut- 
ing attention of top management to in- 
dividual accounts, and Mr. Bolton cited 
the tendency to set fees on the low side 
as a handicap to more intensive service, 
with more trained personnel for trust 
operations. In his own firm, for exam- 
ple, minimum size of account will run 
around $200,000. The advantages of the 
common trust fund, he felt, more than 
offset the fact that it is something of a 
glass bowl operation, but it offers the 
best opportunity for economical service. 
Economic and market analysis are 
much preferable to reliance upon any 
market appraisal theories or systems, in 
the opinion of George Armstrong of 
Canadian Business Service, but he was 
critical of many corporation annual re- 
ports as inadequate or even misleading 
— unintentional though that may be. 
Having been asked for a critical opinion 
of trust investment prec’ices, he listed 
several tendencies or weaknesses: rigid- 
ity in adhering to a pattern for all ac- 
counts, reliance on “safety” from criti- 
cism by over-investment in bonds (not 
too observable in recent years), arbi- 
trary attitude in making decisions or 
considering beneficiaries’ requests, tak- 
ing on of accounts not manageable with- 
out excessive work or extra compensa- 
tion. In his opinion the Canadian mar- 
ket is pretty well discounted at present 
lows but it calls for better informed and 
comparative selection than can be seem- 
ingly successful in a long bull market. 
They are keeping maturities under 5 
years in their managed portfolios but are 
including bank, as well as industrial 
stocks, in “appreciation” accounts. 
Mutual Funds have done a better “sell- 
ing” job in Canada — as in the U. S. — 
judging by the large increase in such 
funds, and more mature managements of 
today are going to greater efforts to get 
good wages for Other People’s Money, 
according to Alan Chippendale of Cana- 
dian Investment Fund. Such funds em- 
phasize economic, business and financial 
analysis qualifications in their director- 
ate, and are making more use of engi- 
neers and research scientists for consul- 
tation, or even under retainer. Where 
they have substantial holdings of a com- 
pany, they aim at semi-annual field vis- 
its, which also give the chance to hear 
current “shop-talk” about the industry. 
Trust business is not unique in hav- 
ing to be on guard to avoid conflicts of 
interest, said Peter Kilburn, president of 
Greenshields & Co., citing the matter of 
allowances on new issues, which should, 
of course, be passed on to the fiduciary 
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account. Another type of “conflict” is 
that of time and attention, to which 
small accounts should not stand sacri- 
fice to the big ones. The common trust 
fund is perhaps the best answer to this. 
The basic problems of trust companies, 
he believes, arise from custom and legal 
history which restrict modern means of 
operation and investment, to the disserv- 
ice of customers, except as can be re- 
lieved by trustors’ grant of discretion. 
which they appear more and more will- 
ing to give, as the country and the trust 
companies have matured. Mr. Kilburn 
also touched on two subjects which were 
commented on by others, in informal as 
well as platform discussions: the im- 
portance of expert research on trust in- 
vestment which has been made emphatic 
by the galaxy of scientific developments, 
and the need to provide a “climate” that 
will attract and hold the kind of person- 
nel trusteeship requires — especially the 
young, creative type. Profit-sharing and 
provisions for stock purchase as by thrift 
investment funds were cited as possible 
aids. 


Modern Real Estate Planning 


Since the discovery of the New World 
some four hundred years ago, land has 
been in finite supply — at least that 
suitable for living — while the prolific 
nature of the human race puts it in in- 
creasingly short supply, David Owen of 
Webb & Knapp (Canada) pointed out 
at the afternoon meeting. But the gre- 
garious habits of both people and in- 
dustry tend to be mutually attractive to 
centralized grouping. The lack of re- 
search and coordinated planning in the 
real estate industry was deplored by 
Mr. Owens as precluding progress from 
long entrenched, static standards and 
non-utilitarian practices, which have re- 
sulted in a proliferation of small, hetec- 
ogeneous building groups, poorly 
planned and of short-range concept. 


He urged better over-all planning by 
both private builders and public author- 
ities to reduce obsolescence and improve 
smooth functioning. citing Vanderbilt’s 
development of Park Avenue to replace 
the slum conditions as an early example 
of intelligent land use, as later was the 
case with Rockefeller Center, more re- 
cently the Golden Triangle in Pitts- 
burgh and the work of the Philadelphia 
committee of business and professional 
leaders and municipal officials. Also he 
commended the work of the planning 
commission of Trail, B. C. as an excep- 
tional example of community-wide im- 
provement and future planning. An un- 

- usual amount of interest was shown by 


the audience as to how these c 


imis- 
sions were set up and operate: and 
how trust officials might contrib: te or 


participate in their own communi ies 


Highlights of 
Committee Reports 


Pension Trusts: L. M. BALLWIN. 
Pension Trust Officer, Nationa! 
Co., Toronto 


Trust 


The subject of pension 
both private and public, has come 
sharply into focus this past year. Keen 
public interest has been shown in such 
topics as Old Age Security, Portability 
of Pensions, and Rules governing the 
establishment of Registered Employer 
Funds. 


programs, 


It has become obvious to many of the 
members of our Committee that a more 
active part should be taken by the As. 
sociaiion in these questions as well as 
others relating to public policy or legis. 
lation which directly or indirectly af. 
fect our functions in the operation of 
employee benefit plans. Two alternatives 
are open to us: we can more aggressive- 
ly work for the desirable legislative 
framework within which we want to 
serve individuals and corporations, or 
we can mildly attack fuiure problems 
with the limited time and resources at 
our disposal. 

As Committee members have only a 
limited time to devote to such valuable 
work, it becomes apparent that there is 
a need for professional staff to study, 
conduct research and make representa- 
tions on the growing number of new 
developments affecting us today. The 
work on pension and other allied fields 
would form only part of the valuable 
research work that could be done on all 
phases of trust company work. At pres- 
ent, we could be making valuable con- 
tributions to business thinking through 
Association activities, which would en- 
hance the prestige of the industry. Our 
limited efforts, hastily prepared by busy 
trust officers, can only be lightly re 
ceived. 

The Chairman has been asked by the 
Pension Trust Committee to represent 
the Trust Companies in the formation 
of a Canadian Pension Conference, the 
purpose of which would be to advance 
knowledge of pension and other allied 
programs for the benefit of the mem- 
bers, and lead to a better understanding 
of their mutual problems. It is proposed 
that those concerned with the planning, 
negotiation, and administration of pe™ 
sion and other employee benefit pro 


(Continued on page 43! ) 
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The Young Man 
and the River 


(Hubert, the Harris Lion, tells 
another true story about 
our correspondent service) 


*“One day a Harris man was calling on a bank in 
a nearby state when a man stuck his head in the 
door and yelled, “The river is rising!’ Now, in that 
town these words mean action, so the President 
yelled, ‘Let’s go’, and our Harris man went. 





















**For several hours he pitched in and heaved 
sandbags up onto the river bank. The levee 
brigade finally won and the flood drifted away. 
Our man ruined his suit and carried his blisters 
for several weeks, but his friends at that bank 
haven’t forgotten it. 


**We offer all the professional services, of course, 
from Portfolio Counsel to Public Relations (that’s 
where I fit in). But the big thing at Harris is 
personal service. We hope you'll keep this in mind 
when you’re thinking about a new correspondent 
«-relationship. We’d like to have you with us.”’ 


New homefora great tradition 
This is the enlarged Harris 
Bank Building at Clark and 
Monroe Streets, with the 23- 
story addition soon to be com- 
pleted. Here in Chicago’s new- 
est large banking home, the 























. Harris tradition continues. The iH A 
_< ae heart of the Harris remains in PNG] 1 
: ‘gas ; rem 
i ge the people who serve you. 





» HARRIS ®"BANK 


Organized as N. W. Harris & Co. 1882—Incorporated 1907 


111 WEST MONROE STREET—CHICAGO 90 


Member Federal Reserve System ... Federal Deposit Insurance Corporation 
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HESE DAYS MOST PEOPLE THINK OF 
greene as a means to an end. But 
if the end is important enough, some of 
its stature is bound to rub off on the 
means; now and then to the extent that 
the means is regarded as an end in it- 
self. This is nearly always a mistake. 

Life insurance is one source of 
money. Whether it is the best source 
depends largely on when the money will 
be needed, for what purpose, and the 
particular circumstances of the individ- 
ual or business that’s buying it. For 
some special purpose, or under a given 
set of circumstances, life insurance may 
prove to be the only source. But whether 
acceptable, best, or only source, in this 
column life insurance will be considered 
a means to an end; I'll try to report 
how men use it — not what it is. 

Many situations, even the very special! 
ones, are obvious enough; sometimes 
neither the purpose nor the circum- 
stances point directly to life insurance 
as the best, or even a possible, source 
of the money needed. 


The Man Was Much Too Old 


As a for-instance, I can tell you about 
a New Englander I’ve known for sev- 
eral years. In a modest way, this man 
is a capitalist — and one who has made 
a good job of managing his money. 

In his middle sixties, he has just 
bought $50,000 from a life insurance 
company. The money is to be paid at 
his death. While he lives, he'll pay the 
company about $3,750 a year. 

Early last winter, he was worth right 
at $500,000. As he had started with 
nothing, and had made only one growth 
investment that was at all spectacular 
(when he was 57, he sold a business he 
owned and had built for $300,000), I’d 
say he had proved himself to be a pati- 
ent and skilled investor. 

Aside from some life insurance — 
most of which was fully paid for — his 
holdings were in the stocks of 11 na- 
tionally important corporations. 

On March | this year, his half million 
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CHARLES C. ROBINSON 


In collaboration with Institute of Life Insurance 


*See announcement at page 405 


had shrunk to roughly $400,000. He 
wasn't exactly broke. but he wasn’t 
happy. either. “It gives you a helpless 
feeling.” he said. “Everything I own is 
sound — nothing was over-priced when 
I bought it — I wouldn’t sell a single 
share unless I had to — but it’s no fun 
to sit and watch what you've built up 
come apart at the seams.” 

A friend suggested life insurance. to 
do a fast rebuilding job. but he said he 
was “much too old — it would cost too 
much.” Of course he was thinking of 
what he'd paid for life insurance 25 or 
30 years ago. I don’t sell insurance, but 
I’ve since talked with him and with his 
underwriter — and I believe I can come 
close enough to what was said to use 
quotes. 

The agent said: “While the per-year 
price of life insurance goes up as a man 
gets older, the number of years in 
which he'll be paying for it decreases. 
Except that a younger man gets the 
benefit of a long compound interest 
build-up, buying a thousand dollars 
from a life insurance company costs 
him just as much as it would cost his 
grandfather. And their reasons for buy- 
ing the money are very different. The 
young man buys because he might die 
early; his grandfather buys because he 
knows it’s just a few years until he will 
die.” 

Still quoting the agent: “You'll have 
to live nearly fourteen years before 
you ll have paid as much as a hundred 
cents each for the dollars the life insur- 
ance company must deliver, and that’s 
a little longer than the book says you 
have.” 

But if he did beat the actuaries, by 
living a lot longer than expected, he was 
reminded: “Your own judgment says 
your equities will be worth more than 
ever — and in just a few years. If you 
live, capital growth should cover any- 
thing your life insurance could cost — 
and if you don’t live, you'll have paid 
a low price for rebuilding your estate, 
right now. 


“Of course, if you’re wrong — if 
your values don’t build back -~ then 
life insurance could be your only way 
to get the job done. Either way. | don’t 
see that you stand to lose.” 

My friend decided to buy half of the 
$100,000 he had dropped and the 
amount the agent of course recommend. 
ed. This was a compromise, probably a 
sound one, as there is no impelling rea. 
son why his estate has to be worth 
$500,000. 

He told me what the agent said made 
sense, “but things move fast — the mar- 
ket could change in my favor, and it 
could do it over night. But whether it 
happens now, next month, or two years 
from now, I’m convinced it will change 
— and that I'll live to see it happen.” 

“Still, I guess itll be worth thirty- 
seven or eight hundred a year, just to 


be sure half of the job’ll be done.” 








Backstop for Business Loans 


I think I’m right in saying the banks 
discovered, long ago, that people will 
put money in a Christmas Club who 
simply won’t consider starting a regular 
savings account. This could have some- 
thing to do with the many different 
types of life insurance policies the com- 
panies offer; but if the life-insurance-is- 
money premise is sound then for the 
most part the type of policy merely de- 
termines how the money’s to be paid 
for, and when it’s to be delivered. 

Say the owner of a one-man business, 
who seldom borrows, has to float 4 
substantial loan; that he fully expects to 
pay it off in less than a year: and that 
the bank wants life insurance as addi- 
tional collateral, so it won’t have to g0 
into the borrower’s business if he dies 
before the loan is paid. Under those cir- 
cumstances he might decide to buy one 
year term insurance — and perhaps pay 
for it quarterly or even monthly, so the 
insurance could be dropped as soon 4 
it had done its job. 

I’m told there are at least eight mil 


lion sole proprietorships in the U. 5. 
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compaed with about a million partner- 
ships, and perhaps a strong half-million 
corporations. A great many of these 
Jone wolf operators use life insurance 
to bacx up their credit; but most use 
perma::ent policies, not the short-term 
type. Here’s what one New York City 
life insurance man, who has placed more 
than $20 million of life insurance over 
the past three years, thinks we can take 
as a typical situation: 


“Qne of my clients uses life insur- 
ance to backstop a good line of credit, 
but he doesn’t buy term insurance. His 
is a seasonal, profitable, but some- 
what speculative business that depends 
almost entirely on his know-how and 
prestige. He uses bank credit con- 
tinually. As soon as one loan is paid 
off, he’s back negotiating another. His 
need for life insurance collateral is 
therefore a continuing one; and in a 
very few years the cost of term insur- 
ance would be more than the cost of 
straight life.” 


The agent says this man started with 
825,000 of straight life; as his business 
grew, he bought other policies on the 
same plan — to a present total of $200,- 
000. “On top of strengthening his credit 
position, there’s a byproduct of perma- 
nent insurance that’s of real value to 
this man — or any other sole proprie- 
tor; he’s building up a cash reserve he 
probably couldn’t accumulate as effec- 
tively in any other way.” 


The Father and Son Corporation 


Unless they just don’t care how much 
they pay in income taxes, the owners of 
closely held corporations seldom vote a 
dividend. But, as so often happens when 
tax saving policies of this sort are 
adopted, other problems are created. 

One of these collateral dilemmas — 
usually recognized by management, but 
treated as a calculated risk and disre- 
garded — crops up when a minority 
stockholder dies and it becomes neces- 
sary to satisfy his heirs or (especially 


when there are minor children and no 
will) the courts. 

Trust officers, lawyers, accountants 
and life insurance men run into this sit- 
uation frequently — and when it isn’t 
too late to offer anything but sympathy, 
life insurance can nearly always be used 
as a means of avoiding the problem. [ 
recently visited a man who has thought 
this through pretty well. He has widely 
diversified interests, and I’m _ under- 
stating when I say he’s wealthy; but, 
mostly for tax reasons, he has estab- 
lished a number of trusts and I don’t 
believe he handles much cash — other 
than his salary and bonuses from a 
business he established many years ago 
and, until recently, owned outright. 

He has four daughters and one son. 
The boy is married, with three children. 
After his military service he entered his 
father’s business in 1952, where he has 
made himself invaluable. The rest of 
the story is told by his father: 


“T pay my son a good salary, but 
he’s worth every dime of it. If I didn’t 
want something to do, I’m sure I could 
step out now and let him run the 
whole show. The rest of the family 
is taken care of in other ways, so at 
my death he’ll own the business. I 
thought it might be a good thing, how- 
ever, if he owned some of it now — 
and still better if he paid for it. 

“So, a while back, I sold him a 
fourth of my stock. The price I put 
on it was peanuts — so low I paid 
a gift tax on the difference between it 
and the real value — but I said he had 
to pay it. The bank tells me he’s cut- 
ting his note down right on schedule. 

“The only hitch was — if he died 
his wife and children would own his 
stock — and that wouldn’t be good at 
all. The company isn’t paying divi- 
dends, and I don’t want it to pay 
any. Therefore, the boy and I made 
an agreement that if he dies before 
I do, his executor will sell me the 
stock for its full value at that time. I 
then bought enough insurance on his 
life to furnish the money.” 


A AA 





When those you serve need specialized care 








Camelback Hospital 


DEDICATED TO THE TREATMENT OF PSYCHIATRIC AND 
PSYCHOSOMATIC DISORDERS, INCLUDING ALCOHOLISM 


CUSTODIAL FACILITIES 


Nestled in Arizona’s famous Valley of the Sun 
near picturesque Camelback Mountain, 
the hospital, with its spacious lawn and grove area 
provides a restful scenic setting 
_ ina delightful year ’round climate. 


PHOENIX 
ARIZONA 


CARE OF THE SENILE 


5055 North 34th Street, CRestwood 7-7431 
PHOENIX, ARIZONA 
OTTO L. BENDHEIM, M.D., MEDICAL DIRECTOR 
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One of illustrations in 12-page booklet, en- 
titled “What Is A C.L.U.?”, recently pub- 
lished by the American Society of Chartered 
Life Underwriters. The booklet, which main- 
tains a light touch through use of cartoons 
and brief copy, is designed as a public rela- 
tions brochure for C.L.U.’s to distribute to 
their friends, clients, prospects and centers 
of influence. 





e Lloyd M. Faust, trust officer at the 
First National Bank of Dubuque, lectured 
at two sessions of the Iowa Dental Asso- 
ciation’s annual convention meeting held 
in Des Moines early this month. The 
titles of his lectures were: “The Tools of 
Estate Planning” and “The Art of Estate 
Planning.” 





WILL PAY CASH 
FOR YOUR GOLD COINS 


$* 





we will pay the following prices .. . 

















2) _ $36.50 each 
$10 GOLD __. $18.00 each 
$ 5 GOLD $ 9.00 each 
$ 3 GOLD __.. $25.00 each 
$ 2.50 GOLD $ 6.00 each 
$ 1 GOLD ____ $ 7.50 each 


We are also seeking the following: 

$50 GOLD $400.00 each 

$ 4 GOLD $500.00 each 
PROMPT REMITTANCE GUARANTEED 


no mounted or mutilated coins 
send coins direct to... 








123 West 57th Street, New York 19, N. Y. 
JUdson 2-2580 
One of America’s Oldest and Largest 
Coin Dealers 
Coin Appraisals for Banks, Estates, 
Insurance Companies 











Three out of five persons dying with 
estates to administer leave wills. This is 
the conclusion of a study of over 100.- 
000 estates throughout the United States 
just completed by TRUsTS AND ESTATES. 
Covering 53 counties in 31 states and 
the District of Columbia, accounting for 
20.4% of the population (1950), the 
survey shows that 60,477 wills were 
admitted to probate in 1959 while 39,- 
990 letters of administration were 
granted on estates of persons who died 
without a will. 


The 69.2% ratio of wills represents a 
substantial increase over the figure of 
52.5° developed in a similar study of 
probate court records conducted by the 
magazine a decade earlier (TRUSTS AND 
Estates, June 1950, p. 371). The 30 
counties in 17 states — covering 16% of 
the population — which were then sur- 
veyed now show almost the same ratio 
of testacy (60.4°C) as the entire group 
of 53 counties. 

The highest percentage of wills was 
recorded, as in 1949, by Travis County 
(Austin, Tex.) with 89°7, up 14% over 
the prior figure. Three other counties — 
Fulton (Atlanta, Ga.), Essex (Newark, 
N. J. ) and Westchester (White Plains, 
N. Y.) — had a percentage of 75 or 
better, a not by any 


ratio attained 





II. RATION OF CORPORATE FIDUCIARY 
APPOINTMENTS 


County & Seat 


Appointments 


Corporate 


Y Percentage 
of Wills 


Fourth District, Fairbanks 5 21 
Denver, Denver _ 81 11 
El Paso, Colorado Springs - <a 26 
Fulton, ‘Atlanta es. 89 12 
Cook, Chicago - _ 494 6 
Linn, Cedar Rapids 36 11 
Shawnee, Topeka _ 22 14 
St. Louis (City) 112 10 


Merrimack, Concord __. 3 
Oneida, Utica 

Suffolk, Riverhead . 
Schenectady, Schenectady 
Cass, Fargo 

Montgomery, Dayton - 
Multnomah, Portland, Ore. 
Charleston, Charleston, S. C. 
Pennington, Rapid City,S.D. 4 


nS 
for) 
—_ 
AaOmowiornnmw wh tv 


Shelby, Memphis 43 

Salt Lake, Salt Lake City 53 18 
Weber, Ogden 10 14 
Chittenden, Burlington, ‘Vt. Je 6 
Washington, Montpelier S. i 
Dane, Madison _._..._..._. 49 13 
Milwaukee, Milwaukee ____ 86 4 
Laramie, Cheyenne __......__ 3 | 





1,352 6.6% 





THREE OUT OF FIVE LEAVE WILLS 


county in the previous survey. Ver- 
mont’s Washington County (Montpelier) 
reported the lowest ratio of wills — 


27% 


Another sidelight revealed by the 
survey is that a mere 2/5 of 1% of 
wills were denied probate in the 38 


counties which supplied statistics on 
this question. 
The accompanying Table I shows that 


the sampling includes counties ra 
in population from as low as 2,000 
(Fairbanks, Alaska) all the way t> the 
largest — 4,509,000 (Cook, Chica), 

Half of the court officials wh. eo. 
operated in supplying data also 
information as to the number of « 
rate fiduciary appointments unde, 
wills probated in 1959, The over-a! 
centage (Table II) was 6.6%, but it 
must be borne in mind that these wills 
include estates of the smallest sizes as 
well. 


ging 


gave 


'Tpo- 
the 


per- 





I. RATIO OF 1959 DECEDENTS LEAVING WILLS 
(Parenthetical figure indicates percentage in 1949) 


County, County Seat, State 
Third District, Anchorage, Alaska - 
Fourth District, Fairbanks, Alaska 
Los Angeles, Los Angeles, Cal. 
San Francisco, san Francisco, Cal. 
Denver, Denver, Col. 
El Paso, Colorado Springs, Col. - 
New Haven (District), Conn. 
Washington, D. C 
Fulton, Atlanta, Ga. 
Cook, Chicago, Iil. 
Madison, Edwardsville, Ill. - 
Allen, Fort Wayne, Ind. 
Vandenburgh, a Ind. 
Linn, Cedar Rapids, 
Shawnee, Topeka, So the 
Wyandotte, Kansas City, Kan. : 
Plymouth, Plymouth, Mass. 
Suffolk, Boston, Mass. .- 
Oakland, Pontiac, Mich. - 
St. Leuis (City), Mo. ee ee 
Merrimack, Concord, N. H; — 
Essex, Newark, N. J. 
Passaic, Paterson, N. J. . 
Bronx (Bronx), N. Y. - 
Erie, Buffalo, N. Y. : 
New York (Manhattan), N. Y. 
Oneida, Utica, N. Y. 
Schenectady, Schenectady, N. Y. 
Suffolk, Riverhead, N. Y. 
Westchester, White Pilams, N. Y. . 
Forsyth, Winston-Salem, N. c. 
Cass, Fargo, N. D. 
Hamilton, Cincinnati, Ohio 
Montgomery, Dayton, Ohio 
Multnomah, Portland, Ore. - 
Allegheny, Pittsburgh, Pa. 
Philadelphia, Philadelphia, Pa. 
Providence, Providence, R. I. __ 
Charleston, Charleston, S. C. - 
Minnehaha, Sioux Falls, S. D. 
Pennington, Rapid City, S. D. 
Davidson, Nashville, Tenn. - 
Shelby, Memphis, Tenn. 
Travis, Austin, Tex. 
Salt Lake, Salt Lake City, Utah 
Weber, Ogden, Utah - 
Chittenden, Burlington, Vt. 
Washington, Montpelier, Vt. 
Richmond (City), Va. . : : 
Kanawha, Charleston, We Vaso. 
Dane, Madison, Wis. er 
Milwaukee, Milwaukee, Wis. - : 
Laramie, Cheyenne, Wyo. - 











Susiattins Intes- Percentage 
(thousands ) Wills tacies of Testacy 
60 32 65 33 
ay 24 38 39 
4,152 8,028 4,169 66 (59) 
775 1,788 3,034 37 (52) 
416 753 502 60 
75 139 2a7 54 
174 298 382 44 
602 1,072 1,478 42 (67) 
44 750 202 78 (39) 
4,509 8,466 4,075 68 (44) 
182 256 344 43 (44) 
184 306 482 39 (59) 
160 240 223 52 (32) 
104 334 180 65 
105 162 106 60 
165 147 123 54 
189 449 637 41 (47) 
897 1,180 1,998 37 (33) 
396 524 511 51(33) 
857 1,083 760 59 
63 140 329 30 
906 2,975 900 77 (59) 
337 1,155 438 73 (52) 
1,451 1,535 2,059 42 (32) 
899 2,819 494 65 (58) 
1,960 3,803 3,089 55 (45) 
223 715 362 66 (53) 
142 470 284 62 (52) 
276 1,176 524 69 (60) 
626 1,823 661 75 (64) 
146 236 230 51(44) 
59 66 74 47 (35) 
724 2,236 1,254 63 (53) 
398 1,294 685 65 (58) 
472 1,017 636 62 
1,515 2,701 1,126 71(68) 
2,072 4,027 2,633 60 (63) 
575 400 272 60 
165 290 281 51 
(a 107 chs 58 
34 33 41 45 
322 498 284 64 
482 731 415 64 
161 334 41 89 (74) 
275 288 294 49 
83 70 75 48 
62 63 88 42 (36) 
43 45 119 27 
230 592 355 62 
240 444 354 56 
170 883 200 66 (55) 
871 1,937 8038 71 
A 43 87 33 (49) 
30,806 60,477 39,990 60.2(52.5) 


Copyright 1960 Fiduciary Publishers, Inc. 
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One of the 
Intangibles 


An executor’s duties are many and varied; each 
year they become even more complex. But 
the most important duty is apt to be one which 
does not appear on the surface—to advise 
the family how to cope with the problems ahead. 





At the Trust Company you will find a constant 
awareness that we are dealing with people —not 
merely “accounts”. 


The families that look to us for guidance find 
that our officers have the time and interest to talk 
over personal as well as financial problems. 
Essential as principal and income are, there may 
be occasions when members of the family —a 

son or a daughter, for example—find the sincere 
interest of a mature adviser equally important. 


These relationships are not created in a day; 
now is the time to start building such protection 
for your family. 


Unirep States [rust Company 


OF New YORK 


45 Wall Street, New York 5, New York 





ESTATE TAX CREDITS ON PRIOR TRANSFERS 


Practical Applications in Planning and Administration -— Part I 


J. PHILLIP DUNN and KEVIN W. KEENAN* ‘ 


NDER SEC. 2013 OF THE INTERNAL 

Revenue Code of 1954! credits now 
may be available to an estate even 
though the property upon which the 
credit is based is neither enjoyed by the 
beneficiary-decedent nor taxable in his 
estate. This completely reverses the previ- 
ous concept that such credits applied 
only to property which actually was in- 
cluded and could be identified in a tax- 
able estate. It makes no change in the 
basic concept that property should not 
be subject to full estate taxes more than 
once within a relatively short period of 
time. But, experiences indicate that the 
many new innovations still are widely 
misunderstood. 


It is more than a matter of semantics 
that this section of the *54 Code is 
headed “Credit for Tax on Prior Trans- 
fers” while its predecessor, Sec. 812(c) ,? 
was entitled “Previously Taxed Proper- 
ty.” The differences are emphasized by 
the new Regulations.* We hope that a 
review, through a partially different ap- 
proach than taken by other writers,* 
will help clarify matters as well as fur- 
ther the cause of good estate planning 
and administration. For purposes of 
brevity, symbols for the principal terms 
of reference will be used (see box). 


Summary of Sec. 2013 


We are hopeful that it will remove 
some of the confusion to view Sec. 2013 
as a whole rather than to analyze each 
of its five sub-paragraphs in the se- 
quence of the Code. 


*Mr. Dunn is a trust officer of First Pennsylvania 
Banking & Trust Co., Philadelphia, and a member 
of the Pennsylvania and Illinois Bars. Mr. Keenan 
is a graduate of Cornell Law School and an admin- 
istrative assistant in the Trust Department. The 
authors gratefully acknowledge helpful suggestions 
from Lewis H. Riggles, an officer of the Tax De- 
partment. 

1Sec. 2013, I.R.C. ’54, effective Aug. 17, 1954. 

2Sec. 812(c) 1939 I.R.C., as amended. 

8Final Estate Tax Regulations, Sec. 20.2013. 

4“Estate Tax Credit for Tax on Prior Transfers” 
by Allen Tomlinson, The Journal of Accountancy, 
Oct. 1957, p. 31 “Credit for Tax on Prior Trans- 
fers” by James J. McClure, Jr., Ill. Bar Journal, 
July 1957, p. 760 ‘“‘Property Previously Taxed Under 
1954 Code’”’ by Chirlstein & Shieber, 33 Taxes 773 
(Dec. 55); Federal Estate & Gift Taxes, Lowndes 
& Kramer, pp. 560-603; ‘“‘The Estate Tax Credit for 
Tax on Prior Transfers’’ by Harry J. Rudick, 
N. Y. U. Tax Law Review, Nov. 1957. 

5See Note 21 infra. 
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Tax Credit 


Relief now is granted in the form of 
a tax credit, not a property value deduc- 
tion as under the 39 Code. A tax credit 
can be quite different from a property 
deduction as appears from this extreme 
example (which applies, relatively, to 
estates of any size). 

Assume that prior to 1954 T left a 
taxable estate of $60,100 to D who died 
the next day with $600,000 of his own 
(net after debts and expenses of 
$50,000). T’s estate tax would have been 
$3 (3% of the $100 excess over the 
$60,000 exemption).® Yet the value of 
the credit to D’s estate would have been 
$15,933.7 


®This, and other tax rates, applied or quoted here- 
in appear in Secs. 810 & 935 I.R.C. ’39, and Secs. 
2001 & 2011 I.R.C. ’54; or in the integrated tables 
in widespread use, which, we are proud to note, 
were formulated and copyrighted Nov. 18, 1941, by 
Lewis H. Riggles whose assistance was acknowl- 
edged at the outset. 





TERMS DEFINED 


T—Transferor. One whose prior death 
gives rise to a taxable transfer 
of property upon which credits 
are calculated at the subsequent 
death of the transferee. Actually, 
there now is one type of situation 
in which a credit may arise two 
years after the death of T.5 

D—Decedent. The transferee whose 
death gives rise to an estate tax 
credit based upon T.’s estate tax. 
In the event of more than two 
successive transfers within ten 
years, the first decedent (after T) 
is D-1, and the next is D-2. The 
terms “transferor” and “decedent” 
are used repeatedly in the Code 
and in the Regulations, with the 
same connotation. 

H—Husband. 

W—Wigfe. 











Now, under Sec. 2013, the maximum 
credit allowable in D’s estate is (ip 
round figures) the $3 estate tax paid 
by T’s estate. After all, tax was puid on 
only $100 so there is no sound reason 
to exempt $60,100 in D’s estate. The 
anomaly of the *39 Code was empha. 
sized when T’s estate was $60,000: since 
no property was “previously taxed” no 
credit was available to D’s estate. 


Limitations on Tax Credit 


Any discussion of this subject is 
complicated by the fact that the Code 
and Regulations speak in terms of “limi- 
tations” while Schedule R of the Federal 
Estate Tax Return (Form 706) calls for 
figures under the heading of “Trans. 
feror’s Tax” and “Transferee’s Tax.” Of 
course, the results are the same under 
each but the procedures are quite dif. 
ferent. Estate planners, lawyers and 
others whose daily work usually re- 
quires only approximate calculations in 
this area will find that the “limitations” 
approach is shorter and easier to ap- 
ply. Accordingly, we will proceed on that 
basis, with a completed Schedule R be: 
ing included at a later point. 

The two primary limitations which 
must be resolved in determining the tax 
credit under Sec. 2013 are: (1) The 
amount of T’s Federal estate tax at- 
tributable to the transferred property 
(computed as detailed by the Regula- 
tions); and (2) the amount of D’s 
Federal state tax attributable to the 
transferred property (computed as de- 
tailed by the Regulations).* Actually, 
it is the lower of the two that applies 
inasmuch as that meets the basic prin- 
ciple of conserving estates from dupli- 
cate taxation within a relatively short 
period of time. 


(Turn to page 418) 
7One might at first assume the credit would have 


been 31% of $60,100 or $18,631 inasmuch as 31% is 
the Federal Estate tax bracket of the top $60,100 


of a $660,100 estate. However, under the ’39 Code 
the property deduction was reduced by «a propor- 
tionate part of the deductions and exemption ap- 
plicable to the gross estate. Calculations under the 
*39 Code were infinitely more complicated than un- 

der the present Code. 

SRegs. 20.2013-1(b). 
TRUSTS AND |STATES 
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Pension & Profit-Sharing 


Employee benefit planning receives the personal 
attention of senior officers at this Bank. 


Your inquiry is invited. 





ANK 
NEW YORK 


New York’s First Bank « Founded 1784 + Main Office: 48 Wall St., New York 15, N.Y. 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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First Limitation 


The example in the Regulations® is a 
combination of so many facets of Sec. 
2013 that it would be confusing to de- 
tail it at this early stage. Accordingly, 
let us assume the following facts which 
will be typical of many cases involving 
credits for prior transfers: 


(i) T’s gross estate 
(ii) T’s bequest 
to D $50,000 
(iii) T’s debts & expenses 20,000 
Charitable bequest 10,000 


$230,000 








30,000 
(iv) T’s gross taxable 
estate = me $200,000 
(v) T’s Federal tax __ $31,500 
State tax ___ 1,200 
32,700 
(vi) T’s “Adjusted tax- 
able estate” $167,300 
$ 50,000 
First Limitation: (30%) 


167,300 
x $31,500 = $9.450 
(To be exact, the percentage is 29.8864 
and the product $9,414.22, which are 
rounded to 30% and $9,450 for purposes 
of discussion). 


It becomes apparent that the fraction 
which measures the First Limitation is 


®Regs. 20.2013-6. 





Assumptions Under Second Limitation 


(1) D’s own gross estate 
less debts & expenses 


adjusted estate 


EE Fo 


(item ii under first limitations) 


(iii) D’s total adjusted grees estate 3 
BPegeral tax on Sooeo00 


Federal tax on $310,000 


Second Limitation (difference) 


$340,000 
30,000 


$310,000 
50.000 


— 


= $360 000 
..$ 76,180 
61,780 


$ 14,400 





the ratio between the value of the trans- 
fer to D and the value of T’s “adjusted 
taxable estate.” (The quoted term is 
that used in the Regulations'® although 
“net estate” would be less confusing. 
Perhaps its appropriateness lies in the 
fact that T’s net estate would be further 
reduced by the amount of any state 
death taxes in excess of the credit al- 
lowed.1") 

The fraction thus determined is ap- 
plied only to the Federal tax of T,'* not 





10Regs. 20.2013-2 (a). 

llRegs. 20.2013-2(c). It also will be noted that 
non-resident aliens benefit from this credit as well 
as citizens and residents, the only difference being 
reflected by the $2,000 exemption allowed the former 
(unless increased by treaty) and the $60,000 exemp- 
tion of the latter. All examples assume the $60,000 
exemption. 

12Regs. 20.2013-2 (a). 








investors. 


operation with such clients. 


Investment 
Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
years as investment adviser to a substantial group of clients 
throughout the United States. 

Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 


We welcome inquiries regarding our program of co- 
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BROWN BROTHERS HARRIMAN & CO. 


PRIVATE BANKERS 
59 Wall Street, New York 5 
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his gross tax including the credit for 
state taxes, for, after all, we are dealing 
with a Federal statute which allows 
credits for a Federal tax. (Actually, this 
part of the formula is referred to in the 
Regulations’? as T’s “adjusted Federal 
estate tax” because adjustments would 
be necessary in certain instances: those 
will be discussed later in connection with 
another phase of the credit involving 
more than two successive transfers with. 
in ten years.) 

Finally, in some instances, it will be 
necessary to make adjustments in the 
value of the transfer to D which must 
be reduced if and to the extent that, 
(1) death taxes are imposed on his be. 
quest, and, (2) he is required by the 
terms of the bequest to assume a mort- 
gage or other obligation.’* (Actually, a 
third deduction would be necessary if 
D is the spouse of T. i.e., the amount 
of any marital deduction. But, that will 
be dealt with subsequently in a specific 
example. ) 

To emphasize that the First Limita- 
tion involves only the proportionate part 
of the transferor’s Federal estate tax at- 
tributable to the property or interest 
transferred to D, we listed above just 
those figures applicable to T’s estate. 
Now the other side of the coin must be 
examined. 

Secend Limitatien 

This limitation was stated to be, “the 
amount of D’s Federal Estate tax at: 
tributable to the transferred property.” 
No ratio can be formulated to deter- 
mine this element but the quaere is: 
What is the Federal tax on D’s estate 
including the transfer from T to D, and 
then excluding it? The difference is the 
Second Limitation. 

Thus, we must now have figures ap- 
plicable to D’s estate, which will be as 
sumed as shown above. 

Since the first limitation was $9,459) 
and the smaller of the two applies, the 
applicable credit in our example — fot 
the moment — is $9,450. 


Regs. 20.2013-2(b). 
M4Regs. 20.2013-4(b). 
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The orocedure outlined in the Regu- 
lations may be considered as a “long” 
method involving more calculations 
than ere necessary when the total ad- 
‘usted estate of D is about 
200,000 or more. As a rule of thumb, 
yet equally accurate, there are many 
occasions When one may follow a 
“short” method which can be stated as 
follows: What is the Federal estate tax 
on the transfer from T to D calculated 
at the highest rates applicable thereto 
in D’s estate? Applying this rule to 
the above example we find the Second 
Limitation to be: 28.8% $50,000 = 
$14.400. The multiplier is 28.8% be- 
cause that is the Federal estate tax rate 
applicable to the top $50,000 (transfer 
from T) in D’s total adjusted gross es- 
tate of $360,000. 

We suggest limiting this short cut 
to estates of $200,000 or more because 
of the large brackets in the estate tax 
rates at that range, i.e., from $200,000 
to $300.000, then $310,000, then to 
$400,000, $500,000, etc. It is thereby 
less likely that more than one tax rate 
will be involved in the calculation.’® 


xrOss 
gross 


Before leaving the Second Limitation, 
consideration must be given to the effect 
of any charitable bequest by D. The 
calculation involves only simple arith- 
metic, but stating the procedure is quite 
involved. Perhaps the best method is to 
paraphrase the applicable Regulations:*° 


If a charitable deduction is allow- 
able to D’s estate, then in determining 
the tax on D’s estate when excluding 
the property transferred from T (in 
the second limitation) the charitable 
deduction otherwise allowable shall be 
reduced by an amount which bears 
the same ratio to the charitable be- 
quest as the (net) value of the proper- 
ty transferred by T to D bears to D’s 
total adjusted estate. 


Applying this rule to D’s estate with 
the assumption that he made a charitable 
bequest of $72,000, the result would be: 


$ 50,000 (transfer) 
x $72,000 





$360,000 (D’s total adj. est.) 


= $10,000 adjustment for charitable 
bequest 


Thus, the computation would be as 
shown in the adjoining columns. 


cicincnlisahincceiensicoe 


“For example, if D’s total adjusted gross estate 
were $170,000 of which $60,000 had been a transfer 





from T, then the top $60,000 falls in four tax brack- 

ets, i.e., 
$10,000 (160,000 to 170,000) @ 28.4% —$ 2,840 
10,000 (155,000 to 160,000) @ 26.4 — _ 2,640 
30,000 ( 100 to 150,000) @ 27.2 — _ 8,160 
10,000 (119,000 to 120,000) @ 24.2 — 2,420 

$16,060 

*Regs. 20.2013-3(a) (2) and (b). 

May 196° 


D’s total adjusted gross estate —_...... 


less charitable bequest _-__. 


Net taxable estate 
Federal tax thereon - 
D’s own adjusted estate 
to charity, gross 
less adjustment 


effective charity 


Net taxable estate 
Federal tax thereon 


Second Limitation (difference) 


If the short method were used, as 
advocated above for larger estates, we 
find the same result but this procedure: 


Transfer to D $50,000 
Adjust for charitable bequest. 10,000 
Net effective transfer 409,000 


Second Limitation: 
27.6 x 40,000 = $11,040 


Here the multiplier is 27.6% because this 
is the rate applicable to the top $40,000 
in D’s adjusted gross estate after the 
charitable bequest is deducted, 

$360,000 — $72,000 = $288,000.17 


i.e., 








‘It is to be noted that in the “long’’ method of 
calculating the second limitation when a charitable 
bequest is involved, the adjustment is deducted from 
the charitable bequest in the second part of the cal- 
culation, whereas in the “short” method the adjust- 
ment is deducted from the transfer. But, obviously, 
the result is the same because of the net effect of 
the short cut procedure. 






$360,000 ) 
pe 72,000 


-..$288,000 
$55,788 
310,000 
.. $72,000 
. 10,000 





62,600 


248,000 
44,748 


$11,040 


It becomes apparent that this adjust- 
ment is based upon the assumption that 
D’s charitable bequest will be paid pro- 
portionately out of the property re- 
ceived from T as well as from D’s own 
property; thus, D’s estate should not re- 
ceive a credit for the total charitable 
bequest and at the same time a credit 
for taxes previously paid on that pro 
rata part of T’s property which will be 
used to pay D’s charity. To do other- 
wise would, in effect result in a dupli- 
cation of credits. 


D’s charitable bequest in this exam- 
ple would not change the fact that 
the First Limitation of $9,450 continues 
to apply because it still is lower than 
the $11,040. However, a proportionately 


(Continued on page 490) 
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for BANKS 
TRUST COMPANIES 


EXECUTORS « ATTORNEYS 


The PARKE-BERNET GALLERIES, America’s leading auction firm for sales of 
art and literary property, jewelry, furs and other personal effects, is in a 
position to render unique service in the liquidation of such property in 
estates. A large permanent staff, expert in every phase of auction presenta- 
tion, unsurpassed exhibition and salesroom facilities, and a large clientele 
of important collectors combine to attain the most effective, efficient and 
successful results in liquidations. Consultation and advice on your particular 
problem may be arranged without obligation. Parke-Bernet also makes 
appraisals for estate tax, gift tax, insurance and other purposes, of all types 
of art and literary property including jewelry. 


Write for Particulars 
PARKE-BERNET GALLERIES « Ine 
980 MADISON AVENUE - NEW YORK 21 
LESLIE A. HYAM., President 


LOUIS J. MARION, Executive Vice-President 
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Provit SHARING FoR RETIREMENT? 


Some M isconceptions and Misuses 


RICHARD BAILHE 


Pension Sales Manager, Lincoln National Life Insurance Co., Fort Wayne, Ind. 


RELATIVELY LARGE NUMBER OF EM- 
A ployers are motivated to adopt 
Profit Sharing Plans by the mistaken 
belief that it will enable them to fulfill 
pension goals without incurring any 
fixed annual obligation. First, let us re- 
view some of the problems in using a 
Profit Sharing Plan primarily for the 
purpose of providing pension benefits. 

One of the important disadvantages 
of a Profit Sharing Plan is that distribu- 
tions cannot be made retroactive. Thus, 
while it is possible to weigh the profit 
sharing formula for length of service, it 
is virtually impossible to give any sub- 
stantial recognition for past service be- 
cause of the progressively increasing 
cost of providing retirement benefits as 
an individual advances in age. This is 
well illustrated by the following tables: 


PENSION TRUST PLAN 


Estimated Annual Cost of Providing 30% 
for Life at Age 65 Male (10 Y. C.) 


Age Per cent of Salary 
25 - ek 

30 9.7 

35 11.8 

40 14.9 

45 2 19.4 

50 26.9 

55 isis ... 41.9 


PROFIT SHARING PLAN 


Estimated Life Income at Age 65 Male (10 Y. C.) 
Produced by an Annual Deposit of 15% of Salary 


ige Per cent of Salary 
25 55.6 
30 . 46.5 
35 38.0 
40 - , _. 80.3 
45 sansa, aN 
50 eee 16.7 
55 : ... 10.3 


After age 40 even the maximum pos- 
sible allocation under a Profit Sharing 
Plan will do a progressively poorer job 
of providing for the retirement needs of 
older personnel. In most businesses, 
those employees with the greatest past 
service include executives and owner- 
stockholders who generally fall in the 
over-age-40 category and frequently are 
in their fifties and sixties. The limit on 
profit sharing distributions of 15% of 


From address before Dayton Life Insurance & 
Trust Councils, Feb. 24, 1960. 
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the payroll of participants greatly re- 
stricts the tax savings, particularly to 
persons in the older age group, and to 
higher paid individuals in relatively 
small businesses. As a general rule, it is 
the people who will retire during the 
first ten or twenty years of a plan who 
furnish the strongest motivation for 
considering a retirement program in the 
first place. 

Interests under a profit sharing trust 
must vest much more rapidly than a 
Pension Trust, usually within 10 years. 
As a result, it is possible that a person 
entering at a young age could, over a 
relatively short period, accumulate a 
sufficient vested interest to provide the 
capital to establish a competing busi- 
ness at the very point when he might be 
most valuable to the employer. 

Administration of the Profit Sharing 
Plan can become costly in comparison 
to pensions since periodic valuation of 
the funds on hand must be made and 
then broken down into proportionate 
shares for each employee by employer 
contributions, forfeitures, interest, and 
capital gains or losses. 

Unless the profit sharing plan is in- 
sured, serious prublems can result when 
it comes time to pay out the assets that 
have been accumulated. The proceeds 
can be distributed in cash, in which case 
they may be quickly dissipated; they 
can be disbursed in installments over a 
fixed period, in which case temporary 
income is being used to fulfill a life- 
time need: or they can be used to pur- 
chase a single premium annuity, in 
which case a higher rate will be payable 
because of the selection which results 
from the tendency of people to buy 
single premium annuities only if they 
are in good health. In addition, as 
mortality improves annuity rates will 
continually increase so that 10, 20, or 
30 years from now it is quite likely that 
the cost of a life annuity will be sub- 
stantially greater than if the purchase 
were made currently. 

There is always danger that the em- 
ployees may take too active an interest 


in profits and begin to challenge some 
of the decisions that have been made 
by managment. They may grumble over 
a company-owned car for the president, 
entertainment expenses, salaries of cor. 
porate officers, or many other items 
which management may consider conf. 
dential. If a union should enter the 
picture, the profit sharing formula may 
become a negotiable item. There is al- 
ways the problem of one department 
making a profit but suffering because 
another department produces a_ loss, 

While it is permissible under Treasury 
Department Regulations to modify the 
profit sharing formula from time {o 
time, any adverse adjustment in. this 
formula is likely to provoke a reaction 
somewhat like what might be expected 
from a general reduction in wages. 

The popularity of speculative type in- 
vestments, particularly over the past 10 
years, has been largely identified with 
Profit Sharing as opposed to Pensions 
even though they are both subject to the 
same Treasury Department _ require- 
ments. Since a profit sharing plan does 
not attempt to accumulate a_ specific 
benefit, the trustees who invest the funds 
may feel that greater risks can be taken. 
Under a Pension Plan, investments are 
generally more conservative since the 
cost of specific benefits is amortized and 
investment losses would disrupt the 
scheduled accumlation of assets and re- 
sult in underfunding. 

An exaggerated illustration of what 
can happen reecived considerable pub- 
licity recently when a truck driver at 
retirement received a profit sharing dis: 
tribution of several hundred thousand 
dollars. Isn’t it a bit ridiculous to re 
ward a man with more money than has 
been paid him during the entire period 
that he has worked, enabling him to 
purchase a life annuity, 10 years cer 
tain, in the neighborhood of 5! 2.000 a 
year when his maximum earnings dur 
ing the entire period of service wert 


about $6,000 a year? Had this same} 


program been a Pension Plan invested 
similarly, the man would hav: received 
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a geneous pension consistent with the 
amounts he had earned and the extra- 
ordinary capital gain would have re- 
duced company contributions to the re- 
tirement program. 


Is it Fixed Cost? 


In considering whether or not a Pen- 
sion Plan constitutes a fixed cost, it is 
important to remember that having a 
definitely determinable benefit does not 
necessarily mean a fixed annual cost. If 
broad fluctuations are anticipated in 
earnings, a deposit administration or 
combination type Pension Plan can be 
adapted using very conservative as- 
sumptions in establishing initial annual 
deposits. Later if it should become ne- 
cessary to reduce annual deposits, as- 
sumptions can be changed to a less con- 
servative basis. To illustrate, a conver- 
sion fund amortized on the basis of a 
214% interest only discount for four 
years will produce enough extra con- 
tributions during this period that a 
change in assumptions to a 314‘% inter- 
est discount, with a mortality discount 
based on the 1941 CSO Table, will make 
it possible to skip about a year and a 
half's contributions without jeopardiz- 
ing the scheduled accumulation of funds 
or the adequacy of the conversion de- 
posit account. 

If conservative assumptions are not 
made at the beginning, it is still possible 
to skip an annual contribution and make 
up the void in subsequent years. Gener- 
ally, before things get this bad, employ- 
ees probably will be laid-off; therefore. 
if a plan is not vested too generously, 
the recoveries resulting from termina- 
tions can be applied to meeting the cosi 
of pensions for those who remain; or 
if the plan has been in force for sev- 
eral years, it may be possible to start 
layofis so that those persons who are 
closest to retirement take early retire- 
ments rather than on the basis of senior- 
ity. Certainly, it is more desirable from 
the standpoint of everyone concerned to 
retire an older man a few years earlier, 
recognizing that most of his serious fi- 
nancial obligations are behind him, than 
to terminate a younger man who prob- 
ably has a mortgage on his home, de- 
pendent children, etc., where a serious 
financial hardship will result from term- 
ination of employment. Finally, if 
things get really difficult, the plan can 
be made contributory, benefits reduced 
or the plan terminated entirely. 

A Profit Sharing Plan should be pri- 
marily a program of incentive compen- 
sation, whereas a pension plan is’ a pro- 
gram for the orderly replacement of 
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personnel. When a company tries to use remember that no one would consider 
a Profit Sharing Plan to fulfill pension sharing profits before making provision 
goals, there is a good chance that it will for the replacement of capital goods and 
have neither a program of incentive equipment. It therefore does not seem 
compensation nor a Pension Plan. The logical that anyone should consider 
choice is not a matter of selecting be- sharing profits before making provision 
tween two different methods of accom- for the replacement of the human values 
plishing the same thing. It is more a_ in a business — values which constitute 
matter of determining which is more _ by far its most valuable asset! 
important, a program for amortizing 

the replacement cost of the human val- AAA 

ues in the business, or a program of 


incentive compensation. of the Southwest, Houston, was speaker 

Ideally, it is nice to have both: and for three classes of Bellaire High School 
many companies do, But if it isa matter Seniors in April. His topic was “Money 
of determining which should come first. and Banking.” 


e E. Deane Kanaly, trust officer, Bank 








What a 
Delightful Complaint! 


We wrote a customer bank to ask about the response 
they were receiving to our advertising. Their reply, 


slightly delayed, came with this apology: 


“Sorry, but your advertising program just 
brings in so much business, we've been 


swamped!” 


All advertising tells a story, but PURSE ADVERTISING 
SELLS WHAT IT TELLS. 


V 


Write, wire or phone us (collect) for full 


details on a PURSE TRUST PROMOTION 


program. 


The Parse Company 


B= €—) Volo Rll_bud—)a- Mb do) alls tab t-19 Advertising 
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CHATTANOOGA, TENNESSEE 
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Young Professionals Urged to 
Insure Careers Early 

The young doctor, lawyer, or engi- 
neer — the professional just becoming 
established in his field — should insure 
himself and his career at the earliest 
opportunity, even if he has to borrow 
to do it. This was the advice given by 
Israel Unterman, CLU, speaking as 
Chairman of Estate Planners Day in 
New York on April 27. Mr. Unterman 
declared that by the time the profes- 
sional man earns a respectable salary of 
his own, between twenty and_ thirty 
thousand dollars will have been invest- 
ed in his education, his new office and 
subsidies for himself, his wife and his 
children. With expected lifetime earn- 
ings of over a half million dollars, the 
professional. Mr. Unterman said, should 
borrow a small additional sum for term 
insurance to cover the cost of his edu- 
cation and the needs of his family until 
his children are grown. 

Stuart A. Monroe, CLU, of Chicago 
and a member of the New York Bar, 
served as moderator of the panel on 
Estate Planning for the Professional 
Client. Other panelists were: Dr. Jerome 
B. Cohen, professor of economics and 
supervisor of finance and investment at 


the Baruch School of Business and Pub- 


lic Administration; Barton E. Ferst, 
partner in the law firm of Blank, Ruden- 
ko, Klaus and Rome. Philadelphia; Don 
J. Summa, CPA, head of New York 
Office Tax Department of Arthur Young 
and Co.: and John M. Grotheer, assist- 
ant vice president in charge of Estate 
Planning Chase Manhattan 
Bank. 

Estate Planners Day is sponsored by 
the New York City Chapter of Char- 
tered Life Underwriters. 


Division. 


A AA 


UNIFORM FIDUCIARY TRANSFERS ACT 
INTERPRETED 


Two questions under the Uniform Act 
for Simplification of Fiduciary Security 
Transfers have been passed upon by 
counsel for the California Bankers Asso- 
ciation. In Opinion No. 1227, the firm of 
Morrison, Foerster, Holloway, Shuman 
& Clark indicates that a California trans- 
fer agent for a corporation organized 
under the laws of a state which has not 
adopted the Act should require the same 
supporting documents as it did prior to 
the passage of the law in California. On 
the second point, counsel are of the opin- 
ion that the transfer of stock of a na- 
tional bank located in California is not 
organized under the laws of any state 
and the laws of the United States make 
no pertinent provisions. 
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J. Marion Adams, vice president and trug 
officer of Georgia Railroad Bank & Troy 
Co., Augusta, points to original signature of 
President Andrew Jackson on military com. 
mission included among the assets managed 
by the bank as successor trustee under the 
will of James Welborn Camak of Athens 
Ga., The collection of military documents 
includes the original signatures of seven 
presidents: John Quincy Adams, Andrey 
Jackson, Martin Van Buren, John Tyler, 
James Buchanan, Millard Fillmore and 
Ulysses S. Grant. All have been carefully 
preserved in safe deposit vaults and are 
clearly legible. 





10,000th Trust Account 
Opened at R. I. Hospital 
Trust Company 


The opening of the 10,000th trust ac. 
count was announced in April by Hany 
B. Freeman, president of Rhode Island 
Hospital Trust Co., Providence. This 
mark was reached when C. I. Hayes Ine. 
of Cranston, R. I., manufacturer of elec. 
trical heat treating equipment, made the 
bank the trustee for a deferred 
profit-sharing trust fund for its employ: 
ees. Of the 10,000 accounts Hospital 
Trust has handled its establish. 
ment in 1867, more than half are stil 
active. 


new 





since 


Last year the trust department paid | 
out more than $46,000,000 in cash bene. § 
fits to beneficiaries who are located in| 
every state of the nation and in many 
other parts of the world. 

Hospital Trust’s first trust account 
was established in 1868 by Richard ]. — 
Arnold for the benefit of William E 
Green. The account expired in 19) 
with the death of the last survivor 
Mr. Green. Since that first account, the ( 
bank’s trust department business ha: 
been of an infinite variety, the bulk be ¢ 
ing testamentary and living trusts. 





A A A 


e The “Excellence in Advertising 
award for the Best Overall Public Rel: 
tions Campaign to come out of Houstot 
during 1959 went to Houston Bank é 
Trust Co. It was made by Houst0!; 
Advertising Club on April 13 after col 
sideration of 300 entries. 
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HE DEVICE OF THE POWER OF AP- 
b prion has been known to the 
law from time immemorial, but with the 
advent of high estate taxes a generation 
ago, the use of the general power of 
appointment by estate planners greatly 
decreased. There did not seem to be 
much point in suggesting that a testator 
grant his beneficiary such a power when 
its exercise would cause the appointed 
property to be taxed in the donee’s es- 
tate after it had already been taxed in 
the donor’s. In most cases the utilization 
of a special power of the non-taxable 
category was sufficient to carry out the 
testator’s purposes. He generally was 
primarily interested in his spouse and 
descendants, and if he had none and 
had no charitable interests he probably 
had no need for this kind of testamen- 
tary provision. 

However, the advent of the marital 
deduction began to change all this. It 
is becoming more the rule than the ex- 
ception for a testator of means to set 
up his estate with two trusts, — the 
marital deduction trust and the standard 
residuary trust. Under the former, he 
must give his surviving spouse full do- 
minion over the fund which means at 
least giving her a general testamentary 
power of appointment. Whether or not 
the power is exercised, the corpus of 
the marital deduction trust is taxable 
in the estate of the survivor upon her 
death. This situation may raise quite a 
few problems for the executor of the 
surviving spouse. In view of the respon- 
sibilities this executor may have to as- 
sume, is there some way in which he 
may be compensated for his services 
with respect to this non-testamentary 
asset ? 

Let us assume a not too unusual state 
of facts. A husband leaves a large estate 
with the result that the marital deduc- 
tion trust amounts to $1,000,000. When 
the wife later dies, her separate estate 
is worth only $100,000. The federal es- 
tate tax, however, is levied on the ag- 
gregate of $1,100,000. She appoints the 
X Bank to be her executor. 
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TRUST OPERATIONS and ADMINISTRATION .... 
GEORGE C. BARCLAY 


Contributing Editor 


EXECUTORS’ COMPENSATION FOR ADMINISTERING 
NON-TESTAMENTARY ASSETS 


If the X Bank is also trustee under 
her husband’s will no serious difficulties 
are likely to arise. In such capacity the 
bank is receiving compensation by 
agreement or as fixed by court or stat- 
ute. Presumably those fees are sufficient 
to cover the cost of distributing the 
marital deduction trust in whatever 
manner it is to be made: partly by the 
segregation of enough funds to pay the 
estate taxes attributable to the trust and 
partly by distribution to the remainder- 
men or to those taking if the power of 
appointment is exercised. And there is 
no problem as to the computation and 
payment of the tax since the same insti- 
tution that has responsibility for pay- 
ment has control over the funds with 
which to make it. 

But what if the X Bank is not the 
trustee of the marital deduction trust? 
It then has to check on the value of the 
marital deduction trust, consolidate it 
with the value of the separate estate, 
compute the total tax, determine the 
proportion payable by each component, 
and see to it that the marital deduction 
trust contributes its share. This can in- 
volve a good deal of work and respon- 
sibility. 

So far as I know New Jersey is the 
only state which has a statute permitting 
the commissioning of non-testamentary 
assets by an executor under certain cir- 
cumstances. In other states it may be 
possible to obtain special compensation 
in such a situation from the court. But 
in a large number of jurisdictions it 
would seem that the only way an exec- 
utor can obtain compensation for these 
additional efforts would be by an agree- 
ment with someone, presumably the 
surviving spouse. 

In our supposed case the widow, of 
course, has several alternatives. For 
one thing she might decide not to ex- 
ercise the power of appointment but to 
allow the corpus of the marital deduc- 
tion trust to pass to the remaindermen 
named by her husband. She might do 
this for the very purpose of saving ad- 
ditional commissions. Of course, in any 








case she could not agree to allow extra 
compensation out of the trust property 
unless the remaindermen also agreed, 
though she might be agreeable to a spe: 
cific charge against her own estate for 
this purpose. 

If she chose to appoint the trust to 
persons of her own selection, she might 
then be persuaded to appoint some 
amount to her executor as and for ex. 
tra compensation for acting in that ca- 
pacity, or charge the trust with such an 
obligation in some other fashion. No 
one receiving a benefit pursuant to such 
an exercise of the power of appointment 
could complain because it is well estab- 
lihsed that such a person is the recipi- 
ent of a bounty that could have been 
canceled up to the moment of death and 
hence is bound by any conditions at- 
tached thereto. 

It would seem that this rationale 
should apply also where the appoint 
ment is in further trust, assuming a 
further suspension of alienation is per- 
missible under the applicable rule 
against perpetuities. In other words, the 
trustee of the further trust and its bene- 
ficiaries would take subject to the bur- 
den of such extra compensation, pay- 
able to the widow’s executor, as it and 
the widow may have agreed. 

If the widow elects a third alternative 
and appoints to her estate there would 
seem to be no problem. In such a case 
the trust assets 
and administers them as an_ integral 
part of the widow’s estate. It should be 
permitted to compute its regular exec 
utor’s commissions on the sum of the 
values of the widow's separate estate 
and the trust. 

It is most desirable that in our sup- 
posed case the extra compensation come 
out of the trust and not out of the we 
dow’s own estate. The latter is so rela- 
tively small that its share of the taxes 
on $1,100,000 will absorb the greater 
part of it — in fact all unless there is 
a statutory or judicial rule for the ap 
portionment of the taxes. Though the 
right to commissions takes precedence 


the executor receives 
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over ‘axes, still it is quite likely that the 
bulk of the widow’s assets will not be 


stock» and bonds but rather chattels 
such as jewelry, furniture and objects 
of ar’. or perhaps a home, which are of 


the nature that are normally specifically 
bequeathed. It is always a sad experi- 
ence {or a family when such things have 
to be sold, particularly where the chil- 


dren or other relatives have had their 
eves on them for some time or have 
even veen promised them. If they have 


to be sold for taxes, the lack of an al- 
ternative can usually be explained, but 
if they must be sold to compensate the 
execulor the chance for illwill is obvious. 

The most usual non-testamentary as- 
set with respect to which an executor 
has responsibility for the payment of 
taxes but not for administration is life 
insurance. But aside from New Jersey 
and those states where the court may 
be prevailed upon to make an extra al- 
lowance, I have not heard of any ar- 
rangements whereby 
been able to secure compensation for 


executors have 
their services in connection with insur- 
ance not payable to the estate. It is gen- 
erally the custom for attorneys for ex- 
ecutors to base their fees on the entire 
taxable estate and not only on the testa- 
mentary portion. It is often hard for 


the executor to see the justice of this 
when it has done at least as much work 
as the attorney and on top of that has 
the responsibility to collect and pay the 
taxes out of the insurance. 

It would be interesting to learn how 
this problem is being handled in the 
various states. 


“PRACTICAL” INCOMPETENCY 


One of the most difficult problems 
that faces both estate planners and trust 
administrators is that of incompetency. 
There was a time when people did not 
like to talk of death and disliked the 
thought of making a will, much less an 
estate plan. High taxes have made it 
necessary for persons of means to put 
such squeamishness aside. But some 
people, especially women, still hate to 
think of the possibility of their becom- 
ing incompetent to run their own af- 
fairs. It conjures up images of lunatic 
asylums, straight-jackets and what not. 
It also raises the fear that some relative 
will “put them away” and proceed to 
use up their property while they are 
still alive and might recover. And yet 
in these days of increasing mental ill- 
ness among persons in all walks of life. 
and of greater longevity with greater 
probability of senility, the likelihood of 


a person becoming practically, if not 
legally, incompetent is constantly in- 
creasing. 

Many banks have clauses to recom- 
mend for instruments where an individ- 
ual is to share investment or other dis- 
cretionary responsibility, making provi- 
sion for the possibility that the individ- 
ual may become incompetent. Usually 
these clauses provide that the bank may 
act alone upon receipts of evidence of 
practical incompetency satisfactory to 
it. But these clauses do not always ful- 
fill their purpose, where the lack of com- 
petence falls short of what is needed to 
justify a committal by a court. I re- 
member a case where a donor retained 
contro lof the investments of a trust but 
the bank had the duty of coming for- 
ward with suggestions. There was a dis- 
ability clause. As the donor grew older 
he came to pay little attention to the 
bank’s letters containing investment re- 
commendations, Judicious inquiry 
brought forth the fact that he was slow- 
ing up and did not want to be bothered 
with such details any longer, but by no 
means wanted to give up his right of 
control and was not legally incompetent. 
Fortunately the trust was pretty weil 
invested and the security markets were 
rising so that by the time of his death 
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a few years later no harm had occurred 
to the trust. But the bank put in quite 
a few nervous moments wondering if it 
might have some residual responsibility 
to find a way of making the manage- 
ment of the trust active instead of stag- 
nant. 

The possibility of the incompetence 
of an individual trustee is one of the 
best possible arguments for naming a 
bank. Two cases within my knowledge 
illustrate this. In one, a very good law- 
yer got himself named sole trustee of a 
number of trusts, including several for 
different charities. As he reached his 


late eighties he became senile. The char- 
ities were forced to bring proceedings 
for accountings and for his removal in 
the course of which his attorneys had a 
most difficult time and were put to great 
expense bringing his records down t» 
date and making the accountings prove 
out because of the slipshod manner of 
keeping the trust books. In the other 
case an uncle was trustee for his ne- 
phews and nieces. As he aged, they felt 
that he was losing his grip and that the 
trust was suffering in consequence. He 
declined a suggestion that he account 
voluntarily and resign. The nephews 
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and nieces did not dare demand a ¢ om. 
pulsory accounting. The uncle was ex. 
tremely wealthy and they undersiood 
that they were to share largely in his 
estate and thus did not want to antavon. 
ize him. They felt they would rather 
jeopardize their interests in the ‘rust 
through continuing his incompeteni ad. 
ministration than risk the possibiliiy of 
their losing larger amounts as legatees 
under his will. This is a pretty cynical 
attitude, and yet an understandable one. 
though hardly fair to possible contin. 
gent remaindermen who may not have 
been aware of the situation. 

There is no way of guarding in ad. 
vance against the possible practical in- 
competency of an individual fiduciary, 
The only remedies are a proceeding to 
remove him or one for the appointment 
of a committee or conservator, which 
has the same effect. But in the case of 
a custodian customer or a depositor. the 
possibility of incompetency can be a 
collateral, though obviously not often a 
primary, reason for the establishment of 
a revocable living trust. If the customer 
cannot be persuaded to set up such a 
trust, the use of a power of attorney 
might become more prevalent. A man 1 
know had a stroke which affected only 
a portion of his brain. He remains am- 
bulatory and can play golf and bridge 
but cannot transact business. By good 
fortune he had given his wife a broad 
power of attorney years earlier. as a 
general precautionary measure. She has 
thus been able to handle all matters af- 
fecting his securities and other financial 
interests. 

A bank should be willing to act under 
a power of attorney for a custodian 
customer or good depositor. This is par- 
ticularly true of those who have no 
trusted close relatives. There are risks 
but no bank would begin to act under 
such a power of attorney without the 
approval of both the customer's physi- 
cian and his lawyer. Of course a court 
committal would terminate the validity 
of the power of attorney but its exist- 
ence and use might in many instances 
help the family or friends to avoid the 
embarrassment 


and possible undesir- 


able publicity of a court proceeding. 
A A A 


e Ostheimer and Company, Inc., Ost- 
heimer-Walsh, Inc., and Ostheimer and 
Company have just opened their new 
Pittsburgh office. For almost 30 years 
the Ostheimer Companies have special- 
ized in employee benefit plans, fire, cas- 
ualty and marine insurance, as well 4s 
life insurance, annuities and health and 
accident insurance. 
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The 
“Big Three” 


in 





Hstate Planning 


1. An estate owner seeking sound assistance in arranging 
his investments and his estate for the benefit of those he 


wishes to protect. 


2. His attorney, applying his invaluable knowledge of pro- 
bate, tax and trust law to the writing of the Will and other 


instruments necessary for a good Estate Plan. 


3. Hanover, bringing its officers’ long experience in estate 
and trust administration to the conference... to assure the 
estate owner and his family that his wishes will be carried 
out practically and economically—and with satisfaction to 


his beneficiaries. 
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In the time it took you to “process” the baby last 
night...our night staff processed 4,000 cash items 


Even if you’re an old hand at this sort 
of thing, it probably takes you eight sleepy 
minutes to powder, pin, and pamper the baby 
back to sleep. 

During those eight minutes, our night 
staff processes some 4,000 cash items. We 
average 500 a minute. 

This means that many of the checks 
air-mailed to us in the afternoon are available 
funds by the following morning. 

Our correspondents from coast to coast 
find this speed a very important advantage. 


You and your customers will, too. 

We’ll be happy to send you full details, 
or have one of our people drop in at your 
office in person. Call us at STate 2-9000. 


CONDONE NTA 
IDLILON OWS ........ 


BANK & TRUST COMPANY OF CHICAGO 


Lock Box H, Chicago 90 Member F. D. 1. C. 
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HE SEVENTH IN ITS SERIES OF STUD- 
.:.. of trends in industrial retirement 
programs has just been published by 
the Bankers Trust Company of New 


York.* The information 
contained in a brochure of 229 pages - 


statistical 


relates to 230 companies that estab- 
lished or amended their retirement pro- 
grams during the four years 1956-59. 
There are 10 fewer companies than in 
the previous Study which referred to 
the three-year period 1953-55. But these 
new sample companies had a total of 
318 pension plans whereas the previous- 
ly studied 240 companies only had 309. 


Nature of the Sample 


It would be incorrect to conclude 
from these figures that the average U.S. 
company of 1956-59 was more likely to 
have two or more pension programs 
(eg., one for bargaining, and one for 
non-bargaining, employees) than the 
typical U. S. company of 1953-55. This 
is because: (1) The samples are taken 
from companies that were changing 
their programs and such may well not 
be typical of companies with satisfac- 
tory programs; (2) The samples were 
not random samples but only those se- 
lected by Bankers Trust officials; and 
(3) Even if the samples had been ran- 
dom, the difference in the average num- 
ber of programs is only of the order of 
one standard deviation (to be technical ) 
and thus easily ascribable to chance. In 
this connection it is appropriate to quote 
from Daniel M. Holland’s valuable arti- 
cle in vol. 2 of the Tax Revision Com- 
pendium (1959)*: 

™ . What we really need is an in- 
variant sample of representative 
plans. And the Bankers Trust sur- 
veys do not provide that, nor are 
they intended to. Rather, they focus 
on amendments and new plans. The 
composition of the sample varies from 
period to period, and this makes it 


—___ 


*1960 Study of Industrial Retirement Plans, 
Pankers Trust Company, New York, 1960. Copies 
available on request from the bank. 


tReviewed in this column April, 1960. 


May 1960 








PENSYTON and PROFIT SHARING DIGEST .. . 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


BANKERS TRUST STUDIES RETIREMENT TRENDS 


hard to 


draw conclusions from it. 
Moreover, it is a sample of changes 
and this may tend to obscure trends 
in the sense that the firms making 
changes in period 2 may be follow- 
ing the lead of those who made them 
in period 1 and a comparison of the 
two would show no trend.” 


The Study is divided into three Sec- 
tions, of which the last consists of a 
summary tabulation (in 157 pages) of 
the benefit provisions of each of the 318 
plans surveyed. In the second Section 
(46 pages) there is a resumé of the 
amendments made by 172 companies to 
their existing pension plans. Section 
One provides 20 pages of interpretation 
of the trends revealed. 


Two General Criticisms 


Naturally most interest centers on the 
first Section. If a general criticism is 
to be made it is that the results are too 
consistently displayed as _ percentages. 
While this may be done so that he who 
runs may read, it lends an unwarranted 
weight to results that may be based only 
on a few companies. One is reminded 
of the experimenter who reported that 
67°~ of his untreated experimental 
animals had died whereas only 33‘7 of 
his treated animals had suffered a like 
fate. The enthusiasm for the new treat- 
ment was dimmed when it was found 
that there had been only 3 treated and 
3 untreated animals, 

As an example of the inherent 
dangers of giving all results in _per- 
centages we quote the following table 
from the Study showing an apparently 
strong trend in favor of a five-year av- 
erage for “final compensation” formu- 
las rather than a ten-year or longer 
average. 


1956-59 1958-55 

Plans Plans 
5-year average 538% 32% 
10-year average 41 65 
Other periods 6 3 


Checking back to a previous percent- 
age table in the Study we have recon- 








structed the following numbers of plans 
on which the foregoing was based. 


1956-59 1953-55 

Plans Plans 

5-year average 34 20 
10-year average ri | 40 
Other periods 4 2 
65 62 


This still looks like fairly good evi- 
dence in favor of a trend to 5-year av- 
eraging and, in faci. Chance could only 
produce such substantial discrepancies 
3 or 4 times in every 100. Nevertheless, 
many statisticians would only be pre- 
pared to accept the existence of a trend 
if the discrepancy were large enough for 
it to be reproducible by Chance less 
than once in 100 samples. In other 
words, these would not 
think that the above differences were 
large enough to prove a trend. 

Another feature of Section One of the 
Study that disturbs us is that insured 
pension plans are only 


statisticians 


distinguished 
from trust-funded plans in the discus- 
sion of funding methods. Here we dis- 
cover (by multiplying out the percent- 
ages!) that 70 of 241 conventional (i.e., 
non-“pattern”) plans studied were fi- 
nanced, in part at least, through an in- 
surance company. The corresponding 
figures in 1953-55 were 74 in 239. 
There is enough difference here to sug: 
gest trends in pension practices that 
really represent differences in proced- 
ure common amongst insured and non- 
insured plans, respectively. 

A case in point is disability retire- 
ment where 59% of the 1956-59 con- 
ventional plans contained such a_ pro- 
vision in comparison with 46% of the 
1953-55 plans. One wonders to what ex- 
tent this trend is accentuated by the 


larger proportion of insured — and 
may one say “contra disability retire- 
ment” — plans in the earlier Study. 


Seven Important Conclusions 


But having aired these criticisms we 
hasten to say the Study is an important 
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and valuable publication. We are glad 
to be able to replace our well-thumbed 
1956 edition with this new compilation 
which, we are sure, will receive just as 
much use as its predecessor. 

Perhaps the most important conclu- 
sions of the new Study are: 


(1) Companies are tending to estab- 
lish more than one pension plan — 
36% of the 1956-59 companies had 
multiple plan programs in com- 
parison with 28% in 1953-55; 

(2) There is no change in company 
views on employee contributions 
— 54% of conventional plans re- 
quire such contributions; 

(3) Disability retirement is more and 


more being specifically 
nized in pension programs; 

(4) The percentage of conventional 
plans with no vesting dropped 
from 25% to 10%; the percent- 
age of pattern plans with some 
form of vesting has increased 
from 41% to 82%; 

(5) Pattern plans are moving away 
from Social Security offsets and 
maximum limitations on credited 
service; 

(6) Maximum pension limitations in 
conventional plans continue to be 
eliminated or liberalized. 

(7) Various methods have been 
adopted to keep pension benefits 
in line with the rising cost-of-liv- 
ing. 


recog- 








THIS INVISIBLE FORCE KEEPS 
THE INDUSTRIAL SOUTHEAST GROWING 


Industry on the move! That’s the prog- 
ress picture in the booming Industrial 
Southeast. An important force that 
fuels the growing number of factories 
and homes is provided by Southern 
Natural Gas Company. That’s why the 
largest expansion program in the Com- 
pany’s history has just been completed 
-expansion costing over $100,000,000- 
to deliver more fuel to more and more 
Southern Natural Gas customers. 


The design delivery capacity of the 
Company’s system is now 1,365 million 
cubic feet per day—an increase of about 
38 per cent over a two year period. 
During 1959, the volume of gas sold to 
industrial consumers was approxi- 
mately 83 billion feet—a new high. 
Sales to distributing companies and 
municipalities for resale were also the 
largest in the Company’s history last 
year. 


Southern Natural’s great expansion offers tangible evidence of the Company's 
faith in the future of this fast-growing territory. For further information on how 
natural gas is accelerating the rapid development of The Industrial Southeast, 
write for your copy of our 1959 Annual Report. Please address Department TE. 


SouTHERNWa7TvR AL GAS 





Serving the Growing South 


WATTS BUILDING ¢« BIRMINGHAM, ALA, 


In connection with the last point we 
may conclude our review by quotin: jn 
full a paragraph from the Study: 


“Despite the increasing interes: in 
variable income plans and in plans 
which tie pension benefits to a cost-of- 
living index, only a limited number of 
companies have converted to or 
adopted such plans. In the variable 
income plan, the usual objective is 
to place 50% of an employee’s benefit 
on a fixed basis and the other 50% 
on a variable basis which will fluctu- 
ate with the investment experience 
of a common stock fund. Ten plans in- 
cluded in this study are variable in- 
come plans; of these, five cover air- 
line pilots. Plans that automatically 
adjust their pensions with changes in 
the cost-of-living index are relatively 
very few; one plan which does so wags 
included in our last study, and our 
present study contains one plan which 
does so for benefits accrued prior to 
actual retirement but not thereafter.” 


A AA 


NALU Withdraws Support 
of Keogh Bill 
The Board of Trustees of The Nation- 


al Association of Life Underwriters. at 
its mid-year meeting in Louisville. with- 
drew support of the Keogh bill and 
agreed to back in principle the substi- 
tute proposal of the U. S. Treasury — 
or any other federal legislation that will 
extend to self-employed people federal 
income tax treatment substantially equal 
to that now accorded to employees un- 
der the existing provisions of the In- 
ternal Revenue Code dealing with em- 
ployee pension plans. 

In authorizing a shift in NALU pol- 
icy. the board and the committees in- 
volved noted that they do not agree with 
certain limitations in the Treasury De- 
partment’s proposal that would have an 
adverse effect on existing employee pen- 
sion plans. The Treasury plan would 
provide for a more liberal ceiling on 
deductions by self-employed people in 
some situations than the Keogh bill 
which would permit an annual deduc- 
tion of 10 per cent of earned net in- 
come, subject to a $2,500 maximum. It 
would provide that on a non-discrimina- 
tory basis — like that required under 
“approved” corporate pension plans — 
an even larger amount could be ex- 
cluded from the taxpayer’s income. pro- 
vided that not more than 30 per cent 
of the total annual contribution was for 
the benefit of the owners of a business. 

NALU takes strong exception to the 
30 per cent limitation since it would. 
in many cases, be prejudicial to em- 
ployee-stockholders participating in ex- 
isting corporate pension plans. 
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ves DOMINION CONFERENCE the trust officer. From there our en- 


search and fact-finding group with in-. 





(Continued from page 410) deavor was to interest the ladies; from structions to try to work closely and 
grams be asked to participate. Initially, there to the editorial type, always rely- over a period of some months with the 
in . : ing, to a large extent, on the agency. agency. In the meantime, we continued 
this would include officers of trust and ; a ; re 
ns a i : One of the problems is the lack of with some slight changes, the 1959 for- 
if life insurance companies, consulting nie : : p 
os ; ee sg constant liaison between experienced mat. The change in particular relates 
of actuaries, industrial executives adminis- . : ; : : 
' ; _ ; trust officers and the illustration and the copy more closely with the illustra- 
or tering pension programs, and would be ; ‘ ; ; 
ole ° copy writers of the agency. The latter _ tion. 
later broadened to include persons rep- ’ aby m : 
is nage gs 5. Th must be educated and informed over a In 1959, the media was expanded to 
fit resentative of other groups. The organ- : ; : ie 
a. : -. long period about the trust business to include Time and Saturday Night maga- 
1% jzation Comes at a time when there is : « z " ee 
ee? : be able to come up with satisfactory zines, to put us in contact with a better 
ru a growing demand for well-constructed , 
i sc : - ideas. grade of reader and a greater number 
ice programs to meet individual retirement : ‘ 
in- In an endeavor to arrive at a more for the funds available. Although space 
: needs. I therefore propose that a resolu- 3 : 
in- ‘ ; satisfactory program and one with more cost has risen, we have held the budget 
ir- tion be passed at the next Executive ; . ; ; ; ; , 
: ‘ : impact, | appointed a sub-committee of | without increase by making some ad- 
lly Meeting of the Trust Companies Asso- : : ; : ; ‘ 
a : three experienced trust officers as a re- justment in number of insertions. 
in ciation of Canada, endorsing such a 
aed proposed organization and recommend- 
= ing participation in it by officers of 
ich member companies. 


to The Committee is continuing its ef- Servin V Investing in Canada? 
yr.” } . . . . 
; forts toward a suitable legislative cli- J : , 
mate for trusteed pension plans, and ; Vv yes Conndaae Assets of 
seeks ‘enabling’ legislation in all the YOur deceased persons: 
a/ 
Jf 
J/ 


provinces for: 


Buying, selling or managing 


(1) Appointment of Beneficiaries un- real estate in Canada? 


. 
on- der trusteed pension plans. Canadian 
at (2) Use of the trust fund method of 
ith- underwriting pension plans and employ- 


E 
ind ment of corporate trustees for munici- interests 
sti- 


pal pension plans. 


Requiring trust services for 
Corporations in Canada? 


Requiring Trusteeship for 





— The growth of pension trust services employee benefit plans? 

will has been spectacular in the last decade 

‘ral (as noted aint. The only shadow on Roy al Trust, Canada’s 

ual the horizon lies in possible Government leading trust company, 

un- Old Age Security inroads on private with twenty offices con- 

In- pension plans, Our ability as an indus- veniently located across 

Pm- try to integrate our programs with those Canada and one in London, 
of other funding media in meeting the England, is well equipped 

vol- retirement needs of Canadians, will to serve you. 

in- largely determine the survival of em- ; _ 

vith ployee benefit plan trust services against Direct inquiries welcomed. 

De- the encroachment of expanding social 

an welfare services. 


- Institutional Advertising and Public THE ROYAL TRU ST COM PANY 


Relations: CARMAN A. JERRY, 


on Assistant General Manager, Royal HEAD OFFICE: 105 St. James St. West, ers 1, Canada 
in a a er LONDON ENGLAND OFFICE: 3 St. James’s Square 

= When. a few vears azo during the St. John’s Halifax Charlottetown Saint John Quebec Sherbrooke Montreal 
uc- ? , = as 5 : 


Ottawa Toronto Kingston Hamilton London Port Arthur Winnipeg 


in- presidency of Allyn Taylor, he and Edmonton Calgary Lethbridge Kelowna Vancouver Victoria London, Eng. 


tt Henry Langford indicated their inten- ASSETS UNDER ADMINISTRATION EXCEED $2,329,000,000 
tion to inaurgurate a trust company in- 








pea stitutional advertising program on their 
on own behalf and invited other trust com- 
pe panies to join, there was a general re- 
pro- sponse. From a very modest beginning 
ae with insertions in the Financial Post, 


for the program has grown to embrace five 


rae publications with many more insertions 





he and includes the French language press 
as well. 
-_ The Institutional Advertising Com- 
ssi } mittee has worked diligently to create 
” and produce a true concept or image of 
trust companies. Our early ads featured 
ATES 
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A Public Relations Section, appointed 
in 1958 under the chairmanship of Mr. 
Harold Saywell, has arranged speakers 
for service clubs, church groups, lunch- 
eon groups and any others interested. 
For the 1959-1960 season, we have sup- 
plied 31 speakers on various subjects 
relating to trust services. This, we feel. 
is an excellent form of public relations 
and we are encouraging the other re- 
gional sections to form, from among 
the personnel of its members, the same 
type of Committee. 

Plans have been made for a womans 
forum on May 17, at the Granite Club 
in Toronto. We hope to attract 400 
ladies, and with showing of the film “So 
Little for Eve.” and a panel of informed 
persons to answer questions afterwards, 
we feel we may well set the pattern for 
similar Association-sponsored forums 
across the country at the local Sectional 
level. 

The Question and Answer booklet is- 
sued some years ago by the Association 
needs a new look and bringing up to 
date. 75,000 copies of the original book- 
let were obtained by members. Costs of 
the revised edition will be largely re- 
covered from sales to members. The last 
two years have seen quite a substantial 
demand for this pamphlet by life under- 
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In Canada 


it’s 


GUARANTY 
TRUST 


Company of Canada 
for 


Experienced Ancillary Adminis- 
tration and efficient Corporate 
Trust services—also Canadian Real 
Estate Management, Appraisals 


and Sales. 


Inquiries invited 
Home Office: 


366 Bay Street, Toronto, Canada 


OTHER 
OFFICES THROUGHOUT CANADA 


Annual Report on request 
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writers who pass it on to their clients 
and prospects. 

There seems general agreement that 
to be successful, institutional advertising 
must continue over an extended period. 
Your committee believes this Associa- 
tion’s program should be continued in- 
definitely and its activities expanded to 
tell the trust company story on as broad 
a front as possible. 


Employees Training Course: A. C. 
LANGLEY, Personnel Director, Tor- 


onto General Trusts Corp. 


Student activity in the Employees 
Training Course during the past year 
reached a new high level indicated by 
the following figures: 


New student enrolments 150 
Subject registrations —_ 585 
Registrations in Quebec Law - 3 
Examinations written = 178 
Examinations passed _.. 164 
Graduates 42 
Total number in course _ 404 


The continuing increase in _ enroll- 
ments and steadily mounting number of 
graduates is indicative of the import- 
ance attached to the training and edu- 
cation of employees of trust companies, 
and the seriousness with which this sub- 
ject is approached by a great many stu- 
dents. There is still, however, a substan- 
tial number who do not complete the 
course for one reason or another and 
drop out. During the year there were 
107 terminations for non-completion; 
36 of the students applied for re-regis- 
tration or extensions and 89 were with- 
drawn from the course. 

The Committee believes that more 
students would complete the four sub- 
jects of the course and graduate if there 
were more supervision and follow-up of 
the progress of students by senior off- 
cials of employing companies. The im- 
portance of assistance and encourage- 
ment to students cannot be stressed too 
much. 





Architect’s 
Bank of Commerce building — tallest in 
the British Commonwealth — in downtown 
Montreal. The building will be completely 


drawing of 45-story Canadian 


air-conditioned and serviced by 15 high 
speed elevators. Parking space will be pro- 
vided at three basement levels. Exterior fac- 
ing will be glass and green natural slate from 
the United Kingdom. Dominion Bridge Co., 
Ltd. will erect 15.000 tons of steelwork. 





Every effort has been made to reduce 
the administrative work — particularly 
in elimination of unnecessary corre: 
spondence and excellent results have 
been achieved through the improvements 
made. The regulations were completely 
revised and administrative requirements 
made clearer and more specific. 

During the year revision of the sub- 
ject material in Elements of Law was 
completed and_ the material 
brought up to date and reprinted. No 
further changes of this kind are con- 
templated at present. Queen’s University 
has co-operated in every way possible 
in revision of the lesson material and 
improvement in administrative proced- 
ure. 


lesson 





Capital and Reserve $3,800,000. 





ADMINISTRATION AND TRUST COMPANY 


EXECUTOR i> TRUSTEE 
ADMINISTRATOR == Sar ;  DEPOSITARY 
AGENT —— REGISTRAR 


Quebec - Chicoutimi - Ottawa - Winnipeg - MONTREAL - Regina - Edmonton - Vancouver 


Under Administration $282,000,000. 
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ANNUAL REVIEW AND PROGRESS REPORT 


Canadian Association Activities Highlighted 


J. M. ARMSTRONG, Q.C. 


President, The Trust Companies Association of Canada; 


Assistant General Manager, British Mortgage & Trust Co., 


AST YEAR IN HIS REMARKS TO THE 
BD croust meeting our immediate past 
president, C. F. Harrington, reported 
that in the previous five years the assets 
under administration by trust compan- 
ies in this country had increased 60% 
as compared to an increase of 50% in 
gross national product. This, he sug- 
gested, indicated that at last the busi- 
ness of trust companies had begun to 
keep pace with the expansion of the 
Canadian economy. The extraordinary 
increase in assets under administration 
and the volume of trust business in 1959 
has certainly confirmed that statement 
and I am pleased to report that: 


Company funds increased $13,278,- 
498 to $156,744,597 

Ordinary deposits rose $7,618,705 
to $368,127,671 

Guaranteed investment certificates 
increased $86,179,251 to $549,5038,555 

Estates, trusts and agency funds 
increased $581,097,158 to $6,900,095,- 
392 

Total assets under administration 
increased $688,173,612 to $7,974,471,- 
215 


With almost 8 billion dollars of as- 
sets under administration, Canadian 
trust companies now rank only behind 
chartered banks and life insurance com- 
panies in the industry of 
Canada. 

Savings deposits and guaranteed in- 
Vvestment certificates, which this past 
vear totalled in excess of 9 hundred mil- 
lion dollars, provide one of the major 
sources of funds available for mortgage 
fnancing in Canada. These funds, to- 
gether with estate, trust and agency 
funds, kept working at all times through 
the medium of investments in our Ca- 
nadian economy, play an integral part 
in the economic growth of our country. 

The continued substantial increase in 
our business indicates a better under- 
standing and acceptance by the generai 
public of the financial responsibility, ex- 
perience and ability of Canadian trust 
companies to provide efficient service 
tuned to meet varied requirements. So 
long as we can devise and provide, at 


financial 
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understandable and 
practical services tailored to meet the 
requirements of our expanding economy. 


reasonable cost. 


and so long as we continue to jealously 
uphold the high standards established 
by our predecessors we can anticipate a 
continually accelerated expansion. 


Publicity and Pension Committees 


The institutional advertising and pub- 
lic relations committee is playing a 
most important role, not only by pub- 
licizing trust company services. but. 
more important, by actively creating. 
through good public relations and edu- 
cation, a better understanding of trust 
company functions. This committee, un- 
der the chairmanship of Carman Jerry. 
of Roya! Trust Company, who will con- 
tinue for another year. has made great 
strides towards a better advertising pro- 
gram. The women’s forum, to be held 
in Toronto next month, while sponsored 
by your association, has been organized 
and will be promoted and carried out 
by the Public Relations section of this 
committee. 

The work of this committee and the 
co-operation it is receiving from mem. 
ber companies are sufficient justifica- 
tions of the need to continue whole- 
hearted support for such important pro- 
jects. 

For the past two years, the Pension 
Trust Committee under the chairman- 
ship of Larry Baldwin, of National Trust 
Company has conscientiously worked in 
the interests of members in the develop- 
ment of pension trust business. Not- 
withstanding legislative and administra- 
tion difficulties and lively competition, 
good progress has been made, and the 
great value of this work is obvious to 
all. Howard Alfsen, manager of the 
Pension Trust Department of Chartered 
Trust Company, has consented to serve 
as chairman for the coming year. 


Trust Training Course 
The report of A. C. Langley of Tor- 


onto General Trusts Corp., as chairman 
of the Employees Training Course Com- 


Stratford, Ontario 


mittee (one of its early graduates), in- 
dicates the extent to which member 
companies are using the facilities of this 
course conducted by Queen’s University 
and administered by the association. 
New registrations in January brought 
enrollment to an all-time high of 408 
and indicates the important part this 
course is playing in training employees 
to meet the high standards required of 
trust services, and to prepare for the 
demands of the future. 

During the year, three examiners in 
the course resigned due to pressure of 
work and because they felt they have 
served in this capacity as long as they 
could. The chairman of your committee 
and the association secretary with the 
assistance of the retired examiners. have 
found replacements who are well quali- 
fied by training and experience to fill 
these important positions. 

After three years in office, Mr. Lang- 
ley is resigning, and Ian Marr. estates 
officer, Waterloo Trust and Savings 
Company of Kitchener, has consented tv 
act as chairman. Mr. Marr graduated 
from 1956 with honors 
and won prizes for three successive years 
for the highest marks received in ele- 
ments of law. trust business | and II. 


the course in 


Fee Schedule 


A year ago Hudson Pope of Royal 
Trust Company presented the report of 
the Trust Administration Committee of 
the Ontario section on executors’ com- 
pensation. After much consideration and 
with the full co-operation of all mem- 
bers, your executive committee was suc- 
cessful in establishing a schedule of fees 
and form of compensation agreement as 
a guide for the use of member compan- 
ies administering estates in Ontario. It 
is an important step from the standpoint 
of reducing administration problems. 
promoting good public relations, and es- 
tablishing a reasonable measure of com- 
pensation for this phase of responsi- 
bility. 

I suggest this guiding principle might 
well be studied by other common law 
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sections of our association and consider- 
ation be given to its adoption within 
their jurisdictions. 


Legislative Activity 

Billions of dollars belonging to other 
persons have been placed in trust with 
us. This tangible expression of confi- 
dence imposes an equal responsibility 
on our part to be ever watchful against 
anything that may affect our enviable 
reputation and to be very alert to give 
leadership in any matter deemed to be 
in the best interests of our clients. 

There must be no repetition of such 


“passing-off” situations as arose in Al- 
berta last year. As a result of the efforts 
of the Alberta Section and member com- 
panies, an entirely new trust companies 
act, modelled on the Ontario Act, has 
been prepared and is in the legislative 
machinery. 

Throughout Canada there is consid- 
erable legislative variance in the invest- 
ment powers of trustees, some provinces 
restricting investments to what is re- 
ferred to in some circles as “A Horse 
and Buggy Investment Concept” while 
in one or two other provinces a trustee 
may invest in some equities. A percept- 
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able trend toward a more up-to-date 
concept of statutory trust investme: 
common law jurisdictions is indicated 
by developments in Nova Scotia. Brit. 
ish Columbia, and the United Kingdom, 
and we are hopeful that Ontario 
reverse its decision of eight years 


ts in 


may 
ago, 

As a result of the representations sub. 
mitted by the British Columbia Section, 
British Columbia, in the past month, 
amended its trustee act to remove the 
restrictions referred to by Mr. Harring. 
ton a year ago.” ; 


Your association will continue to take 
all reasonable steps to promote such ap. 
propriate trust legislation as may be 
deemed to be in the best interests of 
our beneficiary-clients, and in such com. 
mon law provinces where uniformity of 
trust legislation is desirable, shall ex. 
tend our whole-hearted co-operation. 


From Same Cloth 


Although techniques may vary as be. 
tween the common law and the civil 
code, in both jurisdictions good trus- 
teeship is premised on the same philo- 
sophy and basic principles: skill. integ. 
rity, faithfulness and a sympathetic un- 
derstanding of human nature. 

The anticipated 
company 


demand for 
services and 


trust 
maintenance of 
the high standards essential to good 
trusteeship require the application to 
our business of modern streamlined 
business techniques to reduce costs or at 
least to hold costs in check, so we do 
not price ourselves out of our market: 
but, perhaps more important is our need 
for a much more adequate and _ well- 
trained personnel imbued with the over- 
all desire to make trust business a full 
time career, The example we set and 
the extent to which we can develop our 
junior officers now to prepare for the 
time when they must assume the re: 
sponsibility of senior executives will de- 
termine the future success, or otherwise 
of trust business in Canada. 


One of the major purposes ir the 
origin of this association was the pro- 
motion and development of co-operation 
between trust companies across Canada. 
We have made great progress over the 
past eight years and the precedent es 
tablished this year in holding our an 
nual meeting in Montreal is one of the 
most significant steps in this direction. 
No doubt this will be but the first of 
many annual meetings of our associa: 
tion to be held in the Province of 
Quebec. 


See T&E, May ’59, p. 434. 
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Providing Adequate Pension Benefits Through 


SUPPLEMENTARY AND CONTRIBUTORY PLANS 


J. FRASER COATE, M.B.E. 


Manager, Pension Division, Montreal Trust Company, Toronto 


T IS NOT MY PURPOSE TO DEPRECATE 
| existing pension plans which are 
non-contributory or which call for mini- 
mal employee contributions. There are 
a number of reasons for their existence. 

It may be the policy of the U. S. par- 
ent company which has been extended 
to Canada. It may be because of Union 
negotiations. It may be an older plan 
established in the days when but a 
minority of employees were liable for 
income tax. Whatever the reason, it is 
not to be expected that any non-contrib- 
utory plan nor many average earnings 
unit benefit contributory plans will in 
themselves provide an adequate pension 
based on the scale of living attained 
close to retirement by most employees. 

With our favorable tax regulations. 
and now that no formula is established 
which limits employee tax exempt con- 
tributions as a per cent of pay for reg- 
istered pension plans. it is probably a 
good time to make a check to see that 
our plans give opportunity to. and in- 
deed encourage. the individual to save 
for adequate retirement income. 

It is our business to be fully aware 
of the advantages and desirable fea- 
tures of employee contributions to their 
future security and the various methods 
of providing for them. 

The total number of employees in 
Canada who are paying income tax now 
exceeds three and one half million. This 
total increases at the rate of over 109,- 
000 a year, which is a greater increase 
than that of those employed. This would 
seem to indicate that as our economy 
expands. and perhaps. too. inflation con- 
tinues, an ever increasing proportion of 
those employed may be expected to have 
taxes withheld at source. 

Withholding tax exempt savings for 
employees has the following advantages: 

1. Tax Savings, Married, No De- 
pendents 10% Contribution 


Earned Tax 

Income Contribution Savings 

$ 5,000 $ 500 $ 97 
7,500 750 157 
10,000 1,000 250 
15,000 560 


1,500 


May 1960 








This is one of the papers presented at two one- 
day Conferences on “Pensions and the Space 
Age,” sponsored by Montreal Trust Co. in Mon- 
treal and Toronto, on May 10-11. 





2. The dollar deducted from pay 
is that which is missed the least and 
most apt to be continued as a savings 
programme. 

3. The professionally managed di- 
versified fund will normally provide a 
better end result than one of indi- 
vidual security selection. 

4. The pension fund as an invest- 
ment provides the tremendous ad- 
vantage of compound interest which 
is not normally otherwise available. 
If interest be allowed at today’s actu- 
arial assumption of 4%, $1.00 per 
year in twenty years becomes $30.97, 
in 30 years $58.33. As the pension 
fund will today earn in excess of 
5%, it becomes a matter of policy as 
to whether interest be allowed on ex- 
cess contributions at the actual or at 
the assumed rate with a profit re- 
tained in the fund. 

5. Such plans offer participation in 
equity investment, which proportion 
will vary upon the method employed. 


Differing methods of approach to the 
problem are available. While the follow- 
ing procedures apply to contributory 
plans, any one may be applied to the 
non-contributory basis. 


Method 1. In the original principles 
and rules established by the Department 
of National Revenue, limitations were 
provided which allowed for excess vol- 
untary contributions to a_ registered 
pension plan as a percentage of the 
normal rate related to the number of 
years before retirement. Bulletin #14 
has eliminated this table. So long, there- 
fore, as the total employee contribution 
for current service does not exceed 
$1,500 per annum, no regulation estab- 
lishes a maximum per cent of pay. 

Voluntary contributions may be per- 
mitted to vary as a per cent of pay from 
one year to the next, or indeed, sus- 
pended from time to time. It would not 
normally be permitted, however, that a 
withdrawal could be made except in the 
event of termination of employment. 


Method 2. It may be felt in some 


cases that the employer’s responsibility 
for additional retirement savings ceases 
with the deduction from pay and that the 
investment media should be a fund en- 
tirely apart from that of the pension 
plan. In such case, the supplemental 
plan is registered as a part of the pen- 
sion plan. Investment may be made in 
our Multiple Fund. Individual accounts 
may be maintained by the employer, or, 
if desired, by the trustee. In at least 
one case we administer, employees are 
given the right to specify the percentage 
of equity investment desired. 

On retirement, while it could be ar- 
ranged that the supplemental pension 
be included with that of the pension 
plan and, on actuarial advice. payment 
be made in the one cheque. it may be 
questioned _ that supplementarv 
pensions will always be equitable and 
not require future change. The obvious 
way to avoid such future complications 


such 


is to purchase a single premium annuity 
at retirement. 

Because the employer is assisting to 
provide a fully adequate retirement in- 
come and will not normally be faced 
thereafter with the need to supplement 
an inadequate pension, it is reasonable 
to expect the employer provide for the 
trustee fee and any administration cost. 

Method 3. While any employee may 
individually initiate a registered retire- 
ment savings plan and deposit annually 
the difference between the normal re- 
quired contributory per cent of pay and 
10°C, up to the maximum of $1,500, we 
must face the fact that most employees 
need to be sold. The life insurance in- 
dustry employs some 12,000 commis- 
sion salesmen for this purpose. Mutual 
Funds also employ salesmen whose com- 
missions, with front end loading, may 
amount to some 8‘~¢, plus usually one 
half of 1% for administration. 

Registered Retirement Savings Plans 
available from trust companies have no 
loading. no severance charge or reduced 
cash value. and charge but 34 of 1% 
for the whole responsibility of invest- 
ment, safekeeping. administration, indi- 
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vidual accounting and tax receipts. 
Neither do we have any salesmen. 

It therefore seems to be a question of 
how paternalistic should we be. Certain- 
ly, the cost of payroll deduction and 
transfer of funds is a small price to pay 
to assure adequate retirement incomes. 

With respect to the foregoing meth- 
ods, some tax differentials should be 
considered. 

Under Methods 1 and 2 that is 
attaching the supplemental benefits to 
the pension plan — the tax treatment is 
that of the pension plan. On severance, 
the member has the option of paying 
tax on the lump sum as income in the 
year received, or at an average rate 
based on the previous three years. 

In the event of death before retire- 
ment, it is of the utmost importance that 
all pension plans provide that a death 
payment may be made to the dependent 
beneficiary in the form of a life annuity 
or in equal annual installments, not ex- 
ceeding ten years. While the same re- 
sult, so far as income is concerned in 
payment of annual installments, might 
be obtained by depositing the lump sum 
with the trustee with instruction to make 
annual payments — this does not solve 
the tax problem. Tax would still be 
levied on the lump sum value in the 


year deposited. If the plan does not 
make such provisions, the pension com- 
mittee has no authority to make annual 
payments, as the fund is guaranteeing 
the principal. 

Under Method 3, the Registered Re- 
tirement Savings Plan, a differing tax 
liability occurs. Under Section 79B of 
the Act, if the individual’s plan be 
amended so that it no longer qualifies 
and the value of his account returned 
to him, no three year averaging is pro- 
vided and a minimum withholding tax 
of 25% applies. There is no rebate if 
the 25% exceeds the assessed rate for 
that year, but if the total income creates 
of the 25% 
withheld, such excess is applied to the 
total. 

In the event of death before retire- 
ment, an income tax advantage pertains 
to retirement savings plans in that tax 
is withheld at a flat 15°, irrespective 
of other income. 

Method 4. One other method applies 
only to those companies whose common 
stock is on the market. Savings-Stock 
Purchase Plans, which have been em- 
ployed in the oil industry for many 
years, follow the principle that if the 
employee will save a dollar, the com- 
pany will contribute 40c or 50c, usually 


a rate of tax in excess 








FOR 
all 
TRUST SERVICES 
Consult 


MONTREAL [TRUST 


MONTREAL TRUST COMPANY 


Offices across Canada, in London, England and Nassau, Bahamas 








436 


in company stock. It is normal th»: the 
employee does not vest in the con pany 
contribution for five years. 

Unfortunately, these plans, in reat 
part established in U. S. subsidiarivs, do 
not fare as well tax-wise in Cana‘la as 
in the U. S. Tax is payable in the ‘\ands 
of the member at the time of the com. 
pany allocation, rather than when he 
vests in it. If he withdraws before vest. 
ing. he is allowed a flat 15% tax rebate. 
irrespective of the rate paid. 

Some of these plans in Canada now 
provide a long term option by revister. 
ing the employee contributions as a re. 
tirement savings plan. Thus his tax 
savings on his own contributions are 
approximately double the tax he must 
pay on the company allocation. This de 
velopment is too new to report the rate 
of employee participation. Like mos 
new benefits, it is probable it will re. 
quire a fair amount of explanation and 
possibly a certain amount of sales effort. 


Portability 


One important aspect of Methods | 
and 2 is that of portability. There seems 
to be a great deal of misunderstanding 
or lack of understanding on this sub. 
ject. 

Rather than pay tax in the event of 
severance, the member has two options. 
He may direct, if acceptable to a new 
employer, that his own contributions be 
transferred directly to the fund of the 
new employer without tax liability. In 
the event such transfer is not acceptable 
or that the new employer does not have 
a plan, he still has the opportunity t 
transfer to a Registered Retirement 
Savings Plan. 

There are, however, two important 
differences. If the transfer is to another 
pension plan, payment must be made 
directly from one fund to the other. 
which be made _ without 
withholding or subsequent tax liability. 
If intended for a Retirement Savings 
Plan, he may receive payment in his 


transfer may 


hands and transfer subsequently later 
in the same year. In this case, however. 
payment to him would be subject t 
withholding tax, and it is therefore pref: 
erable the transfer be made direct to 
the Retirement Savings Plans. 

Perhaps this is a good time to review 
pension benefits to see that even if all 
employees do not wish to retire o 
enough pension, at least those who do 
are able to, under company sponsorship 
and encouragement. When finally the: 
reach retirement age there can be 0 
grounds for complaint of pension inade- 
quacy. 
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TRUST COMPANIES 


Sn A 


ONT BE MISLED BY THE TITLE AS- 
D)iiznea me. My knowledge of trust 
companies is too limited for any sophis- 
ticated comments on my part. I have a 
feeling that I am not alone in this re- 
spect. If I have any criticism of trust 
companies it is that they have not really 
told their story to the Canadian people. 

On several occasions recently I have 
been placed in a position of persuading 
clients to put their affairs in the hands 
of a trust company rather than making 
friends and relatives executors of their 
estates. The reasons for such advice, so 
obvious to you, were at first not obvious 
at all to these people. One of the road 
blocks in their thinking was the fancied 
high cost of services rendered by a trust 
company. 

It is my considered opinion that your 
public relations program should be in- 
tensified. More than ever your services 
are basic in the kind of economy that 
has been generated in this country. 

I like the quotation from Stephen Lea- 
cock: “Put your trust in a Trust Com- 
pany. Imperfect though it is, it’s away 
better than you are; and anyway in the 
chief case concerned — the estate you 
have provided for your family — you 
won't be there. But do not expect a 
Trust Company to be at once a rock of 
refuge and a gold prospector. You can’t 
have it both ways .. . look for an honest 
man but keep away from professors, 
people who make indexes and prophets 
not registered in the Old Testament...” 

Until quite recently one could buy 
high grade bonds with confidence and 
the market performance of well chosen 
equities was highly satisfactory. Less 
than a year ago we had a bond market 
in this country which verged on chaos. 
The stock market, after its long period of 
boom, has been declining since last sum- 
mer and shows no signs of any basic 
stability » et. 

Canad 
economic 


has gone through a major 
revolution in our time. In 
some res: ects our economic development 





From ad:-ess to Trust Companies Association of 
Canada anr ial conference, April 21, 1960. 
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has bordered on the phenomenal. An 
underlying derivative of our material 
progress has been a persistent erosion of 
our dollar. Our cost structure has bur- 
geoned to a point where some observers 
feel that the “cost-price push” is endan- 
gering our ability to compete in the 
markets of the world. 

Economic expansion has outstripped 
by far our rate of saving. Consequently 
we have been importers of vast amounts 
of foreign capital. This, in turn, has 
caused an unusually high premium on 
Canadian funds — one of the growing 
pains decried by virtually every export- 
er. Now, more than at any time in my 
recent memory, economists, some _busi- 
ness leaders and some political leaders 
are steeped in gloom about our economic 
future. Cassandras today are in long 
supply. 

I have long held that it is a pity that 
the older name “political economy” has 
been dropped in favor of “economics.” 
The economics of today are perhaps 
more political than they have been in 
modern times. There is little room for 
debate that we are well on our way to 
state socialism. Today total government 
expenditures for goods and _ services 
represent nearly a fifth of the gross na- 
tional expenditure compared with some 
12% before the war Taxes now take 
about 27% of our personal income and 
net corporation profits compared with 
19% twenty years ago. 

I do not blame the politicians. For the 


COREE 


most part it is our own fault. Canadian 
people appear to have a father fixation: 
most of us are “sold” on the theme that 
the government should provide us with 
“social security.” It is not enough, ap- 
parently, that the Great White Father in 
Ottawa subsidizes our babies, provide us 
with hospital care, look after our old 
age. We press for protection against for- 
eign goods; we want help in penetrating 
foreign markets; we demand protection 
from price fixing by private enterprisers 
while demanding price _ stabilization 
when free competition pinches. 

There is no doubt however that the 
fiscal and monetary policies adopted by 
the government in the recent recession 
cushioned it to an indeterminable extent. 
But every palliative has its price. The 
magnitude of the government’s deficits 
incurred in its attempt to forestall re- 
cession had a very serious impact on the 
capital market. 

Regardless of opinions on how the 
late recession was handled, the economy 
has snapped back with surprising vigor. 
Gross National Product which in 1958 
had shown a modest 2.5% increase over 
1957 was up 6% last year. Corporate 
profits before taxes jumped nearly 14% 
after a small decrease in 1958. Average 
per capita wages and salaries increased 
by 4% over 1958 and 10% over the pre- 
recession year of 1956. Private savings 
(personal and corporate) improved by 
$260 million over 1958 and $500 mil- 
lion over 1957. Even so last year’s rate 
of economic expansion required a net 
capital inflow of $400 million higher 
than the year before. 

It became apparent a good many 
months ago to most observers that the 
1960-61 Federal Budget would be 
brought into balance. This obviously im- 
plied a sharp reduction in the govern- 
ment’s cash requirements. There were 
good reasons for a considerable revival 
of confidence in high grade bonds — 
confidence which has turned out to be 
well founded. 

The announcement by the Minister of 
Finance that this year he will need to 
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come to the market for only $200 mil- 
lion points to a much better supply of 
loan money. Pressure on interest rates 
should decline; at the same time better 
availability of capital funds in Canada 
at perhaps cheaper rates should reduce 
our borrowing in the American capital 
market. The premium on Canadian 
funds has already softened and I sug- 
gest that it will be lower in the months 
to come. 

The following seems to be a reason- 
able conjecture as to what lies ahead of 
us: 


(1) The projected capital invest- 
ment program of $8.8 billion, if 
achieved, will be the highest on record 
in Canada and a 4% increase over 
last year. Achievement of this target 
depends of course upon the availabil- 
ity of capital funds. The limiting fac- 
tors are the present shortage of mort- 
gage money and the level of interest 
rates which I think may ease. If the 
forecast is anywhere near the target, 
and I think it is, then the official esti- 
mate of a 6% increase in GNP seems 
realistic. 

(2) Consumer income will rise by 
perhaps another 4 or 5% 

(3) With no basic tax changes ex- 
penditures for goods and services and 
the volume of private saving should 
keep pace with consumer income. 

(4) The outlook for exports dur- 
ing the rest of the year is good. 
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(5) The premium on the Canadian 
dollar should continue its downward 
drift despite intermediate fluctuations 
of a counter-trend nature. 

(6) Availability of capital funds 
should be easier accompanied by re- 
duced pressure on money rates. 


I have strong confidence in the Cana- 
dian economy for 1960, despite the gath- 
ering clouds blown up by some observers 
in recent weeks. If I wanted to be snide 
about some of my friends, I would put 
them in three categories: (1) those who 
hope for an economic let-down for poli- 
tical reasons; (2) those who have been 
downgrading our economic outlook for 
so long that it has become a habit; and 
(3) those who don’t know any better. 

Throughout the last Report of. the 
Bank of Canada and Mr. Fleming’s Bud- 
get speech last month there were strong 
indications that government policy will 
continue to be counter-inflationary. 

The chances are good, now, for a de- 
cline in the inflow of loan capital. If this 
takes place in the next year to the extent 
that it very well might, Canadian funds 
could go to a discount in terms of U. S. 
funds — the discount could be substan- 
tial. Under such circumstances Canadian 
exports could be stimulated, imports 
discouraged. Even with the existing 
amount of government intervention in 
foreign trading, the chances seem to 
favor these ultimate adjustments. 

The economy is certainly not going to 
expand forever at an annual rate of 
6%: in 1961 it might be only 3%. But 
a decline in our rate of acceleration is 
neither an unwelcome nor alarming de- 
velopment. These periodic adjustment 
periods are desirable as an aid to digest- 
ing the progress that we seem to be hell- 
bent to accomplish too quickly. 

What I want to bring home is my 
firm belief that the coming slowdown 
does not mean disaster any more than 
did 1957-58, 1954-55, 1948-49. I'll 
really stick my neck out and predict that 


if a slowdown comes in 1961, there yi 
be signs of another upturn by the fourth 
quarter of 1962. Such uninhibited brash. 
ness on my part is one of the reasons 
that I am not attending this meeting jy 
the role of a trust officer. 

As to investment policy, I think tha; 
good quality bonds represent a mor 
stable investment than they have {or sey. 
eral years and am myself continuing ty 
buy near and middle-term maturities 
With inflation under reasonable contro] 
a well-balanced portfolio by m 
definition would be long on bonds. — 


The stock market the las 
two business slowdowns, and _ over-dis. 
counted the glamor ‘of future prosperity, 
For nearly a year it has ignored ou 
recovery from the let-down; perhaps it 
is over-discounting the next let-down, 
Part of the 
caused by the realization that 
earnings ratios had reached unreason. 
able, sometimes ridiculous, 


now, 


ignored 


whether new money is to be invested or 
whether established portfolios are in. 
volved. All I can indicate is my belief 
that despite the improvement in_ busi: 
ness, the stock market has not bottomed 
out. And to sum up: 


(1) This will be the best year in 
Canada’s economic history. 
(2) There is nothing in sight to 


cause more than a normal let-down in 
activity next year. 

(3) The premium on Canadian 
funds will continue to decline. 

(4) Availability of capital funds 
will be improved. 

(5) Upward pressures on money 
rates should ease. 

(6) Inflation will be 
sonable control. 


under rea- 


(7) But costs will continue to rise. 

(8) Profits may ease. 

(9) Foreign trade will hold. 
(10) Investment policy is_ better 


aimed at bonds than equities for the 
time being. 
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Canadian Property... 


e@ We can place at your disposal complete trust facilities 
through eight offices in key Canadian Centres. 


| 
e@ Our experience covers over 60 years of friendly service. | 
Over $220,000,600 under administration. | 


Crown Trust Company | 
302 Bay Street, Toronto, Canada | 


MONTREAL @ WINNIPEG @ CALGARY @ VANCOUVER @ WINDSOR @ LONDON @ BRANTFORD | 
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TRUST PROMOTION IN CANADA 


A Survey of Current Methods and Materials 


NQUIRIES BY TRUSTS AND ESTATES CON- 
na recent developments in the 
feld of new business efforts for estates 
and trusts by the various trust compa- 
nies in Canada has brought a wide re- 
sponse and a wealth of promotional ma- 
terial. The replies from ten trust com- 
panies are summarized here (in alpha- 
betical sequence) to the end that their 
experience may benefit all our readers 
on both sides of the border. 

Canada Trust Co. has for some 
months limited its trust promotion pro- 
gram to the efforts of a relatively large 
group of highly trained trustmen whose 
particular responsibility is the develop- 
ment of new business in the Estate and 
Trust Department. Their work continues 
to be supported by the monthly release 
of the “Canada Trust Bulletin” (cf. T&E 
May 1958, page 444) and institutional 
advertising which has appeared in the 
Canadian edition of Time in five colors, 
full page. 

An innovation in the Company’s serv- 
ices which is currently being promoted 
is the “Canada Trust Investment Fund.” 
This Fund is divided into Fixed Income 
and Equity sections and the Company 
acts as Agent for the investors. It is de- 
signed for agency accounts, employer- 
employee savings plans, and individual 
savings including savings in excess of 
those which an individual may wish to 
deposit in a retirement savings plan. Es- 
tablished June 30, 1959, the Fund 
showed in its year-end report assets in 
excess of $850,000 market value, divided 
almost equally between the Fixed In- 
come and Equity parts. The Company 
publishes an informational folder, the 
Declaration -of Trust. and the Annual 
Report of the Fund. 

Among the current promotional mate- 
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the Support and Education 
of your Children... 
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From one of Central Trust Co. of 
Canada’s folders. 


May 1960) 





rials used by Central Trust Co. of Can- 
ada is a series of illustrated folders on 
estate and trust subjects which are dis- 
tributed by direct mail on a monthly 
basis. These folders would fit in a vest 
pocket, are colorful with green, red, yel- 
low or blue background, and cartoon- 
type drawings in black and white. Cap- 
tions are factual and brief. 

The subjects covered in this series in- 
clude “Estate Planning.” “How Will 
Your Wife Manage When You Are 
Gone.” “The Executor of Your Estate,” 
“What Is a Trust Under Will,” “What Is 
Investment Management,” “What Is A 
Will.” “A Living Trust,” and “Advan- 
tages of a Trust.” 

Crown Trust Co. makes wide use of 
its “Crown Trust Digest,” a magazine 
“published to entertain and inform your 
family.” and often quoted in our col- 
umns. This 16-page booklet always car- 
ries on its cover an appropriate photo- 
graph and maintains a nice balance of 
amusing, philosophical and promotional 
material. It comments from time to time 
on wills, trusts, investment, taxes, retire- 
ment plans. executors and family life. 


A “slide rule” showing the combined 
Dominion and Quebec succession taxes 
for selected sizes of estates provides one 
of the mailing pieces for General Trust 
of Canada. The device lists the amount 
of tax for estates ranging from $10,000 
to $1,000,000 and under four different 
methods of distribution. A booklet. “The 
Double Succession Tax” covers the same 
ground but with explanations and com- 
ments on taxes, exemptions, estate valua- 
tion, the location of assets, the advan- 
tages of a professionally guided estate 
plan and other appropriate subjects. 

Another booklet, “The Trust and 
You.” discusses the work of an executor, 
the administration of properties, the 
management of portfolio retirement 
plans, guardianships, safekeeping, the 
planning of bequests, charitable founda- 
tions, and trust services for corpora- 
tions. 

“Directions for your Will,” an 18-page 
booklet. offers practical suggestions as to 
estimating one’s estate, the kind of will, 
the assets and their distribution, and the 
appointment of an executor. 

Advertisements in newspapers and in 
Commerce, published by the Montreal 





In the French text accompanying this ad- 
vertisement of General Trust of Canada the 


reader’s attention is drawn to the Nobels 
and Rockefellers whose memory will long 
remain in association with their benefits to 
the progress of humanity. The French- 
Canadian citizen, it is noted, can utilize the 
specialized and continuing services of a trust 
company to establish by a perpetual foun- 
dation similar works of relief. guidance, 
social reformation or science. 





Chamber of Commerce. have covered the 
range of trust company and 
have made effective use of examples and 
contrasts from ancient and current his- 
tory. 


services 


The Company considers the results of 
its newspaper advertising and booklets 
to be satisfactory but has had a disap- 
pointing response to promotion by radio. 

Guaranty Trust Co. of Canada has 
published a brochure of its new 12-story 
head office in Toronto. Since the growth 
of its trust business across Canada made 
a new home office necessary. the Com- 
pany set out “to provide customers with 
the most modern, most efficient equip- 
ment and facilities.” The brochure de- 
scribes in text and picture the new set up 
for the various departments including 
the Trust Department and the Stock 
Transfer and Bond Trusteeships Depart- 
ments. 

Vontreal Trust Co.'s newspaper ad- 
vertising has featured a contrast between 
the old and the new, with the heading 
“Everybody's using it now” — the tele- 
phone and the electric light. for exam- 
ple. and of course, trust services. An- 
other series has presented individuals 
such as “the dentist who hated money” 
and “the engineer who lost interest” as 
well as “the executive who lived in a salt 
mine.” All of these people found that 
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Royal Trust Co. display giving management composite picture of Company’s advertising 
and related promotional program will be shown to Business Development personnel at 
their National Conference in June at the Hermitage Club, Magog, Que. 





trust company management of their in- 
vestments solved their problem. Radio 
spots have dealt with retirement plan- 
ning, estate planning, will revision, in- 
vestment management and the like. 
Among the booklets issued by this 
Company are “Wills, Estates, Trusts” 
which answers the questions most fre- 
quently asked, and “Your Estate and 
Death Taxes,” aptly described by its 
title. “Personal and Corporate Trust 
Services” describes all the regular serv- 
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+ peace of mind... 


Away you go on your winter vacation 
—when you like, where you like 
You're footloose and carefree after 
you've made National Trust your 
“financial secretary.” 

As your appointed Agent we take 
over the care of all your financial 
interests, collecting your income, 
watching your investment portfolio, 

f attending to all the multiple duties of 
1 managing your property. Itemized 
LL statements are rendered periodically 
ret = t — ~ to keep you constantly informed 
\ | / So if you plan to travel 
i] LY are 


want the worry of management detail 


if you 
“too busy”. . . or if you no longer 
we tnvite you to inquire about our 


tyency Service 
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One of National Trust’s series 
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ices plus the advantages of an interna- 
tional organization and a section on Mu- 
tual Funds that points out how even 
non-Canadian investment trusts may find 
it beneficial to have a Canadian trust 
company as custodian and, perhaps, co- 
transfer agent. Two booklets are special- 
ly directed to customers residing outside 
of Canada — “Taxation in Canada and 
the Non-Resident” and “At Your Serv- 
ice,” which is a brief presentation of 
services of value to non-residents who 
are investing in Canada. 

The bi-monthly magazine, “Fore- 
thought,” in its latest issue discusses the 
manner in which a business or profes- 
sional man, confronted with a problem 
in his own special domain, rejects any 
number of wrong answers or inadequate 
solutions without having to go through 
the “trial and error” process — answers 
that might seem entirely feasible to 
someone without the same background. 
“Perhaps this is why the value of spe- 
cialists is most appreciated by special- 
ists .. . why so many business and pro- 
fessional men bring their estate and 
property management problems” to the 
Trust Company, the author suggests. 

A series of “one-thought” advertise- 
ments placed in the financial pages of 
newspapers in cities across Canada have 
been bringing a good response for Na- 
tional Trust Co. These 150 line ads are 
brief and to the point, as for example, 
“Will your Executor survive your wife 
and children?”; “Will your Executor be 
experienced — responsible — and al- 
ways available?”; “Will your Executor 
be skilled in managing investments?” 

A series of two-thirds page ads run- 
ning in the Canadian edition of Time 
are all planned with a large bold-face 
heading, a few short paragraphs of com- 
ment, and a line drawing at the bottom 
and along one side. Among the topics 


covered are: “Are you an unhappy ex. 
ecutor?”; “Wise management will help 
your estate to grow”; “Will your estate 
continue to grow?”; “That wonderful 
peace of mind. . .”; and “Are you ‘too 
busy’ with your own business?” 























The 
executive 


who lived 
a salt mine 


in 


Managing investments — just like managing a 
company — is a full-time job for professionals. 
This executive tried to run his personal 

affairs after hours — and he found himself living 
in a salt mine. 


Things are different now. He has the professionals 
at Montreal Trust administer his property 

and manage his investment portfolio. They've helped 
him plan his estate, including trust funds 

for his children and his wife. In short, they manage 
his personal affairs with the same competence 

he brings to his own job! 

If you want to know more about Montreal Trust's 
professional services, write or call for our 

new booklet on Trust Services. It will give you many 
new ideas on how Montreal Trust can help you! 


MONTREAL [I RUST 
Com pany 


St. John’s, Nfld. « Charlottetown, P.E.I. + Halif N.S. 
Saint John, N.B. * Quebec, P.Q. * Montreal, }.Q 
Brockville, Ont. * Toronto, Ont. * Winnipeg. n. 
Regina, Sask. * Edmonton, Alta. * Calgary, 
Vancouver, B.C. « Victoria, B.C. « London, England « > 
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Will Rogers, referring 
to his Indian blood, 
remarked that his 
ancestors did not 
come over on the 
Mayflower, they met 
the boat! As the 
pioneer Trust Company 
fo} a @Xolalolo lo mm Kelge)alie) 
General Trusts though 
hardly reaching back 
so far has been in 
business a-good many 
years. May we 
suggest that you will 
find it worthwhile to 
draw on our long, 
practical experience 
when setting up plans 
for your own estate. 
Telephone our nearest 
office for an 
appointment. You will 
incur no obligation. 
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One of Toronto General’s series 


May 199 





A colorful series of stuffers for out- 
going mail takes the form of a folder 
with a question or suggestion on the 
cover page and information about it on 
the inside pages. These folders combine 
black and white with orange or blue and 
deal with such subjects as: “What is a 
living trust?” ; “How to plan your estate 
and conserve it”; “If you’re too busy 
with your business or profession”; and 
“Seven trustee services for you now!” 
These are used in a monthly program. 

Several larger leaflets deal with re- 
tirement programs. They include a per- 
sonal retirement trust, trusteed employee 
benefit plans, pooled investment funds 
for pension trusts, and a 24-page book- 
let discusses “Factors to Consider in 
Pension Planning.” This last, in particu- 
lar, has been well accepted by corporate 
customers and prospects. 

Royal Trust Co. has emphasized pub- 
lic forums in its program of telling the 
trust story and has found this an effec- 
tive means of reaching and informing 
selected prospects in audiences of 100 to 
200. Wide use has been made of the trust 
film, “So Little for Eve” (see p. 477 
herein) and, encouraged by the success 
of these meetings, a series of color slides 
was recently developed which will en- 
able the Company’s new business men to 
meet prospects in smaller groups. This 
type of presentation is said to require a 
minimum of preparation expense and at 
the same time is more flexible in opera- 
tion. 

A new series of advertisements on In- 
vestor Service are meeting with a favor- 
able response for Toronto General 
Trusts Corp. Headings like “An Invest- 
ment That Never Fails,” “Person to Per- 
son,” “Why Keep A Dog and Bark Your- 
self?” or “Like Success in War” are fol- 
lowed by short paragrevhs relating the 
title to the subject of investor service. A 
longer paragraph then explains the serv- 
ice more in detail, bringing out different 
advantages in each ad, and a final short 
paragraph tells how to get started. 

Other advertisements that have ap- 
peared in newspapers, as well as being 
adapted for magazine use, include a ser- 
ies picturing different kinds of head- 
gear. One is entitled “Growing Every 
Day,” pictures a small boy’s cap, and 
observes that the Company’s growth is 
a natural result of the need of estates to- 
day for this kind of management. “First 
in Canada” shows an Indian headdress 
and quotes Will Rogers about his Indian 
ancestry. Two others deal with the skill 
developed by training and experience. 
One features a fisherman’s hat and a 
reference to the remarks of “Izaak Wal- 
ton in his ‘Compleat Angler.’ ” The oth- 


er shows a Tam-O’-Shanter and discuss- 
es “the Skip’s art in curling.” 

Among the practical booklets issued 
by Toronto General are “Examples of 
Estate Taxation,” “The Estate Tax Act 
and Gift Tax” and “Investor Service” 
the titles of which aptly describe the 
contents. 

At this time of year over 1,100 Grade 
VIII students tour the main Kitchener 
office of Waterloo Trust & Savings Co., 
where they learn something of the oper- 
ation of a trust company as well as re- 
ceiving refreshments and a souvenir gift. 
The Company’s annual booklet, “How 
the Waterloo Trust Can Serve You” has 
recently been mailed to 55,000 custom- 
ers and friends who also had received 
in December the Company’s “Household 
Calendar.” 

A folder on the registered retirement 
savings plan is entitled “Prepare for 
Pleasant Years of Retirement” and pic- 
tures on the cover some of the relaxing 
joys of a carefree existence at that time 
of life. Succession taxes are dealt with 
in another folder entitled “How Much 
Will Ontario Succession Duty and Cana- 
dian Estate Tax Shrink Your Estate?” 
It includes a table showing tax amounts 
for selected estates from $10,000 to $1,- 
000,000 under various forms of distri- 
bution. 





it’s CANADA 
PERMANENT 
for Ancillary Services 


With twelve offices from 
coast to coast we offer 
complete personal and 
corporate trust services to 
you and your clients. 


CANADA PERMANENT 
TRUST COMPANY 


HEAD OFFICE 
320 Bay Street, Toronto 
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QUOTES FROM ANNUAL REPORTS OF 
CANADIAN TRUST COMPANIES* 


To administer one’s own fortune, or 
that of others, is no sinecure in our 
time. How, in fact, can one obtain pro- 
tection against an inflation which seems 
to have become thoroughly established 
in our economy and_ whose _perni- 
cious effects diminish year by year the 
ability to save dollars so hardly earned? 
How can one profit from periods of full 
activity followed inevitably by a general 
business recession? How can one guar- 
anty for families the fruits of their 
labor, when financial problems pyramid, 
not only for the living but after the 
death of the head of the family as well? 

The answer to these questions is be- 
yond the power of a single individual, 
no matter how competent. That is why 
the trust institution, which gathers un- 
der one roof specialists in all the skills 
of finance and of estate administration, 
is making progress today among all 
classes of society. 

Until recently owners of large and of 
more modest fortunes have not felt the 
need of turning over to fiduciary insti- 
tutions the management of their proper- 
ty. The majority held the opinion that 
our services were not available to people 
of modest means. Experience proves this 
is not so at all, and that our services, 
for which a large part of the cost is tax- 
deductible, are extended to all. When one 
undertakes to manage small portfolios, 
place mortgages, buy or sell properties, 
draw up plans for retirement or estate 
administration, each day’s new clients 
discover the numerous and varied advan- 
tages we are able to bring them at low 
cost. 

It would be illusory, however, to be- 
lieve that all our countrymen appreciate 
at their true value what we can do for 
them. Of the $6 billion of assets adminis- 
tered in Canada by fiduciary institutions, 
too little represents the capital of 
French-speaking Canadians. The relative 
reluctance with which our ethnic group 
has adjusted to new conditions of proper- 
ty management by trust institutions is 
not without risk, since this holding back 
prevents the creation and especially the 
conservation of principal so _ essential 
to a people like ours whose material 
wealth is not yet fully assured. 

One must hope that the educational 
effort we have undertaken in the last 
several years to get people to understand 
and appreciate our services will soon 
bear fruit and that our fellow-citizens 
will see all the advantages they can ob- 
tain by entrusting us during their life- 
time with the management of their as- 
sets. 

Administration & Trust Co., Montreal 


*Comments on trust activities in roman type; on 
economics in italics. 
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Broadly, the trend over the past year 
and a half to higher interest rates has 
been a beneficial one. The “saver” has 
come into his own. Now there is some 
encouragement to save and build up 
private capital... 


We must remember that the only 
source of capital for our whole develop- 
ment in this country comes from the sav- 
ings of its citizens — both corporate and 
individual. Some of the saving is en- 
forced through taxation but the rest of 
it is the result of voluntary decisions 
made by the prudent and provident per- 
son or company. Therefore, if money is 
tight and we need more of it the only 
answer is to pay a higher rate of inter- 
est and encourage more people to defer 
expenditures and put their money to 
work ... 
British Mortgage & Trust Co., 
Stratford, Ont. 


A year of new records in every de- 
partment The outstanding feature 
was the net increase in assets under ad- 
ministration (for estates, trusts and 
agencies) of almost $17,000,000 — the 
largest in any year. Assets under ad- 
ministration have more than doubled dur- 
ing the past nine years ... In the past 
twelve months the Company has _ re- 
ceived advice of more appointments as 
executor under wills than in any previ- 
ous year... 


All forecasts seem to indicate that the 
“Sixties” will bring even greater pros- 
perity to Canada and in our own sphere 
of activities there is every indication 
that 1970 will see our Company again 
doubled in size. In keeping with this 
anticipated growth we are planning the 
extension of our branch 
Ontario 

Canada Permanent Trust Co., Toronto 


operations in 


All departments and branches 
tributed to a record year . 
Chartered Trust Co., Toronto 


con- 


All phases of the Company’s business 
showed continued growth . .. The con- 





} # 


1949 1959 


Growth of assets (in millions of dollars) 
under administration by Crown Trust Co. 





Growth of estates, trusts and agencies at 
General Trust of Canada. 


version of the Stock Transfer Depart- 
ment to the IBM punch card system was 
substantially completed . .. A _ very 
large proportion of the cost of conver- 
sion has been provided out of this year’s 
revenue and it is anticipated that with 
the increased efficiency a reduction in 
operating costs will be effected... 


Crown Trust Co., Toronto 


Estates, trusts and agencies under ad- 
ministration increased by over $29 mil- 
lion and have more than doubled in the 
past ten years Continuing growth 


and development is evident at each 
branch... 

Eastern Trust Co., Halifax 

Operating income totalled $3,073,840 


...49% from mortgage and investment 
income and 51% from commissions and 
fees on the performance of trust services 
Pension and profit-sharing trusts 
continue to grow and the number of ap- 
pointments under life insurance trusts 
indicates a growing public acceptance 
... We are undertaking studies in the 
field of automation ... New will appoint- 
ments achieved an all-time high... 


Most economists and financial spokes- 
men are predicting that 1960 will be the 
most prosperous year in Canada’s his- 
tory. Apparently our economy is still 
viding on a three to four year upward 
cycle that may reach a peak in 1961... 
But look further ahead we 
catch glimpses of possible perils. As @ 
major exporter of foodstuffs and of raw 
and materials, Canada 
faces intensified competition from a num- 
ber of rapidly developing areas of the 
world in which labor costs are low. In- 
creasing capacity and efficiency of Euro- 
pean industry will mean keener compe- 
tition in both domestic and export mar- 
kets. And although we may benefit from 
them eventually, regional economic blocs, 
Inner Six and the Outer 
Seven in Europe, will create new trade 
barriers to be surmoxnted. A serious 
danger to our economy is the possibility 
that Russia may deliberately underprice 
us in world markets on 
major export commodities. Our greatest 
peril, however, is complacency. It is vital 
that Canada’s governmental, financial, 
business and labor leaders adjust their 
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Entrance to Head Office of Montreal Trust 
Company on the occasion of last year’s visit 
of Her Majesty Queen Elizabeth II and 
H.R.H. Prince Philip, Duke of Edinburgh. 
This picture, in color and showing the vari- 
ous flags above the doorway, adorned the 
cover of the Company’s annual report. 





policies and actions to the realities of 

an increasingly competitive world ... 
Guaranty Trust Company of Canada, 
Toronto 


Estates, trusts and agencies under ad- 
ministration show a continued increase 
over the previous year. New trust ac- 
counts were received in the amount of 
$20,192,580. Funds paid out and trusts 
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Chart of growth at Royal Trust Co. from 

1900. wide black bars marking ten-year in- 

tervals, narrow ones denoting years 1955 

through 1959. Last bar at right sets off scale 

at which each graph is plotted; to wit, $1.5 

million for profit, $11 million for income, 
$2.500 million for assets. 
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totalled $13,793,608 for net increase of 
$6,398,792. 
Guardian Trust Co., Montreal 


An active year with each office show- 
ing ...an increase in estates and trusts. 
Industrial Mortgage & Trust Co., 

Sarnia, Ont. 


The value of estates, trusts and agen- 
cies entrusted to our care as new busi- 
ness exceeded $140,000,000. This does not 
include bond trusteeships and collateral. 

Montreal Trust Co. 


Total assets under administration now 
exceed three-quarters of a billion dollars 
— more than double what they were ten 
years ago (estates, trusts and agencies 
total $664 million — up $70 million from 
1958). 1959 profits reached a new high. 

National Trust Co., Ltd., Toronto 


Net increase of $135,000,000 in estates, 
trusts and agencies New records 
established in almost every department. 


The columns of the newspapers are 
filled with alarming reports on the ill 
state of the current economy of Canada, 
with conflicting diagnoses of the causes 
and harsh prescriptions for the cure of 
the many troubles said to beset it. 
Canadians are told by financial and 
political leaders that they have been 
spending too much and borrowing too 
heavily, that they must cut such spend- 
ing, restrict outside borrowing and de- 
vote more of their domestic savings to 
capital investment. The expert’s call at- 
tention unceasingly to Canada’s stagger- 
ing trade deficit, while businessmen gen- 
erally bemoan the higher interest rates, 
the rising costs of doing business and the 
increasingly strenuous foreign competi- 
tion. 

In such an atmosphere any approach 
to an appraisal of the Trust Company’s 
prospects must perforce be cautious, 
especially in considering the near-term; 
the only safe comment that we can make 
at this time is that results so far in 
1960 have been encouraging. While we 
continue to plan with confidence for the 
enlarged facilities and trained personnel 
that we believe our future growth will 
require we realize the necessity of striv- 
ing for ever-increasing efficiency and 
economy in operation. 

It is an article of faith with us that 
the many and varied services the Com- 
pany is equipped to perform are today 
so recognized as essential by both indi- 
viduals and corporations that continued 
growth over the long term is inevitable. 

Royal Trust Co., Montreal 


Today people understand more and 
more the part we play, and in ever grow- 
ing numbers they entrust to companies 
like ours the responsibility of adminis- 
tering their patrimony. 

Societe Nationale de Fiducie, Montreal 


Profits beforegtans TPES hdecy 
JUN 2 1960 





Growth of estate, trusts and agencies at 
Societe Nationale de Fiducie. 











. . . Increased business from the Barrie 
area has fully justified the enlarged and 
modernized premises . 

Sterling Trusts Corp., Toronto 


For the seventh consecutive year, new 
business in estates, trusts and agencies 
again exceeded that of any previous year, 
a gain of 39% over 1958 ... Net in- 
crease in estate, trust and agency assets 
under administration was $28,184,503 .. . 
Large as it is now, the field of service 
before trust companies continues to grow 
year by year ... Total assets under ad- 
ministration have increased 50% in the 
last six years... 

Toronto General Trusts Corp. 


(Continued on page 476) 





Over 65 Years 


DISTINGUISHED 
TRUST SERVICE 


IN 


CANADA 


THE 


EASTERN TRUST 


Company 
HEAD OFFICE — HALIFAX, N. S. 


BRANCHES FROM COAST TO COAST 
AT 
St. John’s, Nfld. Charlottetown, P.E. 1. 
New Glasgow, N.S. Lunenburg, N. S. 
Saint John, N. B. Moncton, N. B. 
Montreal, Que. Toronto, Ont. 
Calgary, Alta. Vancouver, B. C. 


Winnipeg, Man. 
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PROFESSIONAL INVESTORS. 


Sidelights eS 





. Trade Winds ...Memos... Porttolio Studies . . 


FAVORITE CANADIAN STOCKS IN TRUST ACCOUNTS 


The following stocks in various cate- 
gories are those most widely used by 
Canadian trust institutions for invest- 
ment of their trust and agency accounts. 
This survey by TRusTs AND ESTATES is 
based on late April reports by 22 Cana- 


minion Tar & Chemical and the new 
combination of MacMillan, Bloedel & 
Powell River appeared in 17 selections. 


Common Stocks 
































Abitibi Power : a 
dian fiduciaries (as compared with 20 Aluminum, Ltd. ~ _ 19 
in 1959) in reply to a request for their — oe gaiaaaaay - a 
. 1 "Agger <= Bank of Montreal a 
40 largest equity holdings, as well as poy oe Nova Scotia _ a 
in other groups. Banque Canadienne Nationale ra 
The basis of inclusion in the lists Bell Telephone - ie .< #7 
published here is mention by at least serge i reg nnn - 
fe institutions. C stocks 9 ritis merican Oli] - . ae 
_ sien Dgamcel mp of 69 ai din See -_— 
companies met u is test and 40 appeared Building Products _ : 10 
on 10 or more lists. Canada Cement 10 
Four companies registered a perfect Canada & Dom. Sugar ee 6 
score this year: Bell Telephone of Can- Canada Malting - ——— 6 
da. British-A . Oil. Int ti | Can. Bank of Commerce - ences ae 
ada, British-American Oil, International Ganadian Breweries 47 
Nickel and Steel Co. of Canada, all re- (Canadian Celanese i 10 
peaters. Abitibi Power and Noranda Canadian Industries wiccemceca, 
dropped one place off this select group, —— heise i ar ye 
being held by 21 institutions, together oe Ses eae ae 
Oo 4 : : Consolidated Mining Sia ca ion 
with Bank of Montreal and Imperial Oil. Consolidated Paper 20 
Consolidated Mining and Smelting, Consumers Gas (Toronto) ita a 
Royal Bank of Canada and Consolidated cg Corp-Seagrams —__ 7 
' —_ “i ; ome Mines oe 3 
uae apeeance in 20 selections, fol me 9 
lowed by Aluminium, Canadian Pacific, Teton Cation & Stel 28 
Distillers Corp.-Seagrams and Shawini- Dominion Oilcloth 6 
gan with 19. Canadian Bank of Com- oe sm & Coal oe " 
. is cies e ’ ominion Stores a 
a spc ys a. —. Dominion Tar & Chemical 17 
with aram : qiker- ooder am X Famous Players ao _ 6 
Worts, while Canadian Breweries. Do- Fraser Cos., Ltd. 10 
e oa * e a 

Ancillary Administration Service 

When the need arises for ancillary administration in 

Canada we invite you to draw upon our more than 

fifty-nine years experience in all phases of estate admin- 

istration. The facilities of our twenty-three offices from 

Montreal to Victoria are available for your convenience. 

HEAD OFFICE AND FIVE BRANCH OFFICES - LONDON, ONTARIO 
CALGARY - CHATHAM - EDMONTON - GUELPH - HAMILTON - MERRITON - MONTREAL 
NEW WESTMINSTER - RED DEER - REGINA - SARNIA - ST. CATHARINES - ST. THOMAS 
TORONTO - VANCOUVER - VICTORIA - WINDSOR - WINNIPEG 
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Gatineau Power ____. Path fc 
Hollinger Cons. Gold Mines Sa ee 
Howard Smith Paper Mills —______. 
Hudson Bay Min. & Smelting ____ 
Imperial Bank of Canada 

Imperial Oil - ae 

Imperial Tobacco ________- 
Industrial Acceptance - 
International Nickel ___ 
International Paper ._ 

Kerr Addison Gold Mines 


John Labatt - 


Jol TS a ee ee eee 
MeaeMilla~ Ricedel & Powell River 
Maritime Tel. & Tel. - 
Massey-Harris 

Minnesota & Ontario Paper 
Moore Corp. 

National Steel Car 
Noranda Mines 

Ogilvie Flour Mills - 

Page Hersey Tubes 

Power Corp. of Canada 
Price Bros. & Co. . 

Quebec Power . 
Royal Bank of Canada ; 
Russell Industries ___. : 
St. Lawrence Corp. : 
Shawinigan Water & Pr. 
Steel Co. of Canada ____. 
Texaco Canada, Ltd. 
Toronto Dominion Bank 
Traders Finance Corp. 
Union Gas 

Hiram Walker, G. & Worts 
Weston 


Class A Stocks 
Bathurst Pwr. & Paper 
British Columbia Packers 
Canada Packers a 
Ford Motor Co. of Canada 
Loblaw 
Molson’s Br ewery Boe 
United Fuel Investments 


Preferred Stocks 


Abitibi Power fee tere 
Aluminum Co. of Canada 
Anglo Canadian Telephone _ 
British Columbia Electric 
Canadian SS Lines 

Canada Cement 

Canadian Celanese 
Canadian Oil Companies 
Dominion Coal 

Dominion Tar & Chemical 
Gatineau Power 

General Steel Wares 
Goodyear Tire 

Henry Morgan & Co. 
Howard Smith Paper Mills 
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Imperial Tobacco 5 
Industrial Acceptance 10 
Nova Scotia Lt. & Pr. 9 
Power Corp. of Canada ( 
Shawinigan Water & Pr. 12 
Southern Canada Power 6 
Supertest Petroleum . o 
Weston 14 
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W. R. GRACE & CO. 

15 
13 
10 
15 
9 
21 
18 Chemicals lead the way to 
96 o 
° over-all improvement 
8 
7 P . . 
5 In 1959 earnings of W. R. Grace & Co. were 48% higher 
. than in the previous year, amounting to $14,827,290. 
15 Earnings per share were $3.04 compared with $2.07. The 
a major factor in the improvement was a substantial rise in 
: the earnings of the chemical divisions, which contributed 
21 68% of total pretax operating profits. 
9 ele . ° ° . 
a In addition, Latin American earnings were higher as 
‘ economic conditions improved and exchange rates were 
,: more stable. Conditions continued to be difficult in the 
20 shipping industry and Grace Line profits were lower. 
: Important developments of 1959 and early 1960 included 
19 the purchase of a majority interest in Cosden Petroleum 
22 Corporation, an independent refiner and producer with a 
: strong position in petrochemicals; entry into the manu- 
7 facture of synthetic jet lubricant esters, as well as plas- 
2 ticizers, by the new Hatco Chemical Division; and the 
6 completion of three successful wells in the Libyan oil 

exploration venture in which Grace is associated with 
- Texas Gulf Producing Company and Standard Oil Com- 
; pany (New Jersey). 
: For a copy of the Company’s 1959 Annual Report, just 
10 published, write to the Public Relations Dept., 3 Hanover 
14 Square, New York 4, N. Y. 
6 

Highlights of the Year’s Operations 
15 Year Ended December 31 
9 
' 1959 1958 
18 Sales and Operating Revenues........... $469,695,671 $434,234,391 
5 Net Income After Taxes............<0.00.s«0 $ 14,827,290 $ 10,039,855 
10 Per Share of Common Stock........ $ 3.04 $ 2.07 
6 Cet TOG BOE OUETO. . on 0 osc kn see snccce $ 8.34 $ 7.51 
" Preferred Dividends Paid............... $ 928.664. $ 928,664. 
: Common Dividends Paid............... $ 7,343,155  $ 9,692,815 
’ Per Share—at rate Of ...........« $ 1.60 $ 2.20 
‘ Stock Dividend Paid on Common....... 2% — 
14 Peet We CAL, 0. sc ecindecninscccss $138,135,774 $130,295,418 
6 I ROT Ere 2.5 to 1 2.7 to 1 
5 ath CS... $232.735,277 $221,931,925 
6 Stockholders’ Equity per Common Share.. $ 47.77 $ 47.44. 
7 Number of Common Stockholders....... 30,052 28,052 
5 
10 
5 
‘| w.r.GRACE zeco. 
Executive Offices: 7 Hanover Square, New York 5, N. Y. 
4 
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Across THE BORDER 


Willingness of foreign capital to seek 
investment within another country’s bor- 
ders is one of the surest criteria of that 
country’s economic stature. Such action 
presupposes a stable government, laws 
which assure fair treatment and a rea- 
sonable chance of profit, as well as abil- 
ity to dispose of any profits at manage- 
ment’s discretion. Because the Dominion 
of Canada meets these tests, it has for 
years been a preferred investment haven 
for billions of dollars of foreign capi- 
tal. In 1959 alone, according to Finance 
Minister Donald M. Fleming, net capital 
inflow reached an all-time peak of al- 
most $1.5 billion, of which about 80% 
came from the United States. 

As the largest foreign investor in Can- 
ada’s fabulous store of minerals, oil, gas 
and timber, capital from the States has 
served a very useful development pur- 
pose but one cannot blink the fact that 
the normal pattern of home office con- 
trol of manufacturing subsidiaries in 
that country has stirred up some resent- 
ment. Interdependence of the two coun- 
tries rests upon a mutuality of friend- 
ship and largely complementary eco- 
nomic needs but. even as with individ- 
uals, tempers sometimes flare before an 
amicable solution is found. Operation of 
Canadian activities which smacks of ar- 
bitrary tactics motivated solely by profit 
motives seems to be decidedly on the 
wane, with the trend strongly toward 
good corporate citizenship, as exempli- 
fied by Imperial Oil, Westinghouse of 
Canada and many other ventures which 
have become established as_ integral 
parts of the country’s life. 


Prime Minister Diefenbaker has been 
articulate over the last two years in urg- 
ing broader Canadian participation in 
management control plus equity owner- 
ship of at least 25%. He likewise advo- 
cates extension of research in Canada 
and active competition in export mar- 
kets with the parent company. These 
measures, he believes, would remove the 
subsidiary’s “captive” status and by 
granting it practical autonomy ease the 
pressure on Canadian sensibilities. De- 
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spite extremist demands, Premier Die- 
fenbaker has wisely resisted trying to 
achieve these objectives by legislation 
which might result in damming the capi- 
tal flow from other countries as well. 

The first season’s operation of the St. 
Lawrence Seaway, with a $3.4 million 
toll deficit, has also served to cheer its 
critics on both sides of the border in 
repeating claims that it is economically 
unsound. Possibly with some justifica- 
tion because of its newness, traffic jams 
occurred and less than efficient facilities 
in Great Lakes ports added to confusion 
and costs. Some 20 million tons of bulk 
and general cargo were moved in 1959 
or about 20% less than expected. The 
pre-season hope for 1960 was placed at 
29 million tons but most observers now 
regard this as beyond realization in this 
period of growing pains. 

It seems hardly fair, however, to con- 
clude that the Seaway is a failure. Ex- 
tensive dredging remains to be done be- 
fore maximum draft of 27 feet can be 
had in many Great Lakes ports, with es- 
timates that more cubic yards of earth 
and rock will have to be moved than 


were excavated in construction of the « 
tire United States portion of the projet. 
Additionally. bulk cargo handling equ:»- 
ment for lake shipments which was very 
efficient for its original purpose must ‘se 
modified for larger ocean vessels aid 
new facilities for general cargo are nec d- 
ed to cut costs and turn-around tine. 
Stevedoring is also more complicated 
and costly, requiring greater know-how, 
and clerical work on ocean shipments is 
more complicated. Nevertheless, while 
the problems are real, they are not in- 
surmountable. 

Overoptimism is too often the foe of 
progress but it is inconceivable that the 
Seaway will not add to the economic 
wellbeing of both countries if they will 
work in amity to correct its shortcom- 
ings. Neither Canadian nor United 
States ports will automatically get its 
benefits but the inducement of direct 
water world 
ports offers untold opportunities for 
those with courage and foresight on both 
sides of the Great Lakes and St. Law- 
rence River. 


transportation between 


CostLy GLAMOR IN 
UNSETTLED MARKET 

The stock market is by nature a per- 
verse creature which delights in con- 
founding its followers. At times it acts 
in an apparently logical manner in an- 
swer to news and developments, only to 
completely ignore them or move in the 
opposite direction on other occasions or 
to stage a delayed response. For the 
first four months of this year, however, 
it has been more than normally incon- 
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sistent in registering an abrupt three- 
month dive after posting new highs im- 
mediately after the turn of the year. 
Then, when most observers were expect- 
ing still lower levels, it rallied quite 
briskly. First quarter earnings reports, 
as expected. were generally on the favor- 
able side and the April 15th income tax 
payment hurdle was surmounted with- 
out major difficulty, only to find prices, 
as measured by the averages, right back 
around the year’s low at the month end. 

\nother evidence of the market’s per- 
versity, at least to traditionalists who 
seek solid and sustained earning power 
with reasonable growth potential, lies in 
the fact that the main body of “far-out” 
super-glamor stocks has held up better 
than those of old-line conventional com- 
panies and, in many cases, has even ad- 
vanced while other prices were receding. 
Consequently, this sector is one which 
has not been purged in any comparable 
degree to other parts of the list and 
might yet feel severe pressure when and 
if psychology undergoes a change. 

Commitments in this group are held 
by some informed and knowledgeable 
people, many no doubt with handsome 
profits which permit them to ignore lack 
of income. There is likewise some fancy 
light-waisted speculative participation 
which could be pried loose by any ad- 
verse turn. This is not to contend that 
growth is not worth a premium and that 
greater-than-average growth rates may 
not pay off handsomely a few years 
hence but it strikes terror to all but the 
young and daring to pay up to 80 times 
earnings in the hope of an unknown 
bonanza three or four years in the fu- 
ture. 

The action of this group appears to 
respond to the perennial belief that it’s 
different “this time” whereas history 
has always been rude enough to demon- 
strate that, like the old French proverb, 
“the more things change, the more they 
are the same.” In short, the wonders of 
electronics and space-age science are in- 
calculable and so are the profits. Un- 
believers strongly suggest that this su- 
per-glamor group, as a whole, is either 
greatly overpriced or that, conversely, 
many growing, well-managed companies 
are trading below comparable values. 


TIAA-CREF 


For the uninitiated, these cryptic ini- 
tials stand for Teachers Insurance and 
Annuity Association and College Re- 
tirement Equities Fund. These non-profit 
organizations provide insurance cover- 
age against sundry hazards during life 
and annuity retirement protection to the 
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teaching profession. The former is an 
outgrowth of the Carnegie Foundation 
for the Advancement of Teaching, while 
CREF was developed in 1952 as an ad- 
junct to offer variable annuities to help 
protect the purchasing power of retire- 
ment income. Each participant has the 
option of placing not more than 50% 
of his annual annuity premium in the 
variable sector which is invested in 
equities. While corporately and finan- 
cially separate, they work together to 
provide the type of retirement program 
needed, under management of the same 
officers and staff. At the 1959 year-end, 
total assets of the combined institutions 
were over $767 million. 

TIAA’s assets of $640 million, repre- 
senting the fixed-income portion of the 
contract, are invested 95.2% in bonds 
and mortgages, with only 4.8% in real 
estate, preferred and common stocks. 
Mortgage investments at 52.4% of total 
assets at report date include FHA and 
VA mortgages, as well as conventional 
placements diversified among industrial 
and office buildings, service stations, su- 
permarkets, stores and shopping centers. 
Bonds were 42.8% of assets, with public 
utilities of $133 million the most im- 
portant portion, followed by $112 mil- 
lion in industrial and miscellaneous is- 
sues. 


CREF held common stocks of 65 com- 
panies with market valuation of $126. 
million. Their long-term investment pol- 
icy dictates changes in the selected list 
solely on the basis of altered conditions 
in an industry or in the position of the 
company. During 1959, stocks of the 
following companies were added: Best- 
wall Gypsum, Delaware Power & Light, 
Inland Steel, McGraw-Hill Publishing, 
Norwich Pharmacal, U. §. Foil Class B, 
Reynolds Metals (no 
made). 

The following were eliminated: Alu- 
minium, Ltd., Amerada, Consumers 
Power, Continental Can, Kennecott Cop- 
per, McGraw-Edison, Standard Oil Co. 
(Indiana), United Gas. 

CREF’s largest commitment is in pub- 
lic utilities with 17% ; followed in order 
by chemicals at 14.1% and oils at 
12.8%. Office equipments, papers, elec- 
trical equipment, steels, building, rub- 
bers, non-ferrous metals, motors, foods 
and drugs complete the group holdings. 

A A A 

e Don J. Rubottom, assistant trust offi- 
cer for First National Bank and Trust 
Co., Tulsa, recently lectured to the wo- 
men’s investment class at the University 
of Tulsa. Rubottom discussed “The In- 
dustry Approach” and “The Drug Indus- 
try.” 


commitment 





Executors 


‘Trust Officers 


Among the ways 
we Can serve you 


DISTRIBUTION 


Public or private placement of large blocks of securities. 


APPRAISAL 


Evaluation of holdings in closely held corporations 
whose securities do not enjoy an active market. 


If you are facing either of these problems 


you are cordially invited to call or write 


WHITE, WELD & CoO. 


Members New York Stock Exchange and other 
principal stock and commodity exchanges 


20 BROAD STREET : 


NEW YORK 5, N. Y. 
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- EAGLE-PICHER / Manufacturer's Manufacture 




















Eagle-Picher filter aids, especially processed for modern 


filtering equipment, assure maximum purity in refined sugar. 








The crystalline purity of sugar is usually taken for 
granted, but actually it is the result of careful 
filtration through a scientifically controlled use of 
diatomite filter aids. 

As a manufacturer’s manufacturer, Eagle-Picher is 
in a most favorable position to assist the refiner in 
this painstaking job, for by concentrating on manu- 
facturing for others, we have developed special 
resources and capacities. 


For example, to enable us to locate, mine and 
process the exact grades of diatomite needed for 
each type of filtering job, we have carefully plotted 
every section of our multi-million ton deposits. To 
achieve precise control of processing, we have 
recently put into operation a new plant that is 
widely regarded as one of the most modern filter 
aid plants in the world. 


EAGLE 







9 SINCE 1843 ° 
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This custom processing of filter aids is essential, not 
only to the sugar industry, but also is of major 
importance in dozens of other fields, for the uses of 
diatomite filter aids range from continuous recovery 
of dry cleaning fluids to ‘‘clearing’’ and “‘polishing”’ 
beer and assuring maximum purity in the processing 
of chemicals, pharmaceuticals and antibiotics. 
Every day sees diatomite finding new applications 
in industry. Besides its use for filter aids, diatomite 
also is processed to become an oil, grease and water 
absorbent, an aggregate, an insecticide carrier, a 
catalyst support, a paper filler, an inert paint pig- 
ment... the list is long and growing rapidly. 

If there are applications for diatomite in your 
industry, we will welcome the opportunity to 
demonstrate how our cumulative experience and 
research can serve you. 


THE EAGLE-PICHER COMPANY, GENERAL OFFICES: CINCINNATI 1, OHI© 
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EA GLE 
EAGLE-PICHER 
ED DIVISIONS 

Pic1ER AND PRINCIPAL PRODUCTS 


at 


CHEMICALS AND METALS DIVISION 


Zinc and lead pigments and oxides * 
Special purpose electric power supplies x 
Electronic grade germanium, gallium, 
cadmium sulphide *% Sulphuric acid *% Slab 
zinc & Cadmium *% Chat. 


























CHICAGO VITREOUS CORPORATION 


Porcelain enamel frits for home appliances, 
plumbing ware, lighting fixtures, architectural 
paneling, outdoor signs and other products 
requiring protective finishes * ‘‘Lusterlite” all- 
porcelain enameled gasoline service stations. 





FABRICON PRODUCTS 


Automotive parts, such as door trim panels, 
trunk liners, dash insulator mats and glove 
boxes % Waxed paper, cellophane and 
polyethylene wrappers » ‘“Lamin-Art" decor- 
ative plastic sheets * Custom impregnated 
papers, textiles and glass cloth * Molded 
plastic parts. 




















INSULATION DIVISION 


Insulating cements, blocks, blankets, felts, 
pipe covering * Diatomite filter aids, aggre- 
gates, absorbents, catalyst supports. 





THE OHIO RUBBER COMPANY 


Molded and extruded rubber parts for the 
automotive, agricultural equipment, electrical 
appliance, toy and other industries * Natural, 
synthetic and silicone rubber products * Semi- 
Pneumzitic tires % Flexible vinyl parts * Rub- 
ber-to-netal parts % Polyurethane products. 
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NET INCOME OF LEADING CORPORATIONS 


(In Thousands of 


Dollars) 


Reported Net Income 









































































































































No. of Industrial] After Taxes Per Cent 
. Groups 1958 1959 Change 
18 Baking $ 68,495 g 66,197 +4 
14 Dairy products 108,138 116,018 + 7 
18 Meat packing 40,058 70,875 +77 
18 Sugar $3,119 30,288 —9 
84 Other food products 866,497 893,036 +17 
13 Soft drinks 51,570 60,711 +18 
21 Brewing 24,832 81,891 ° +2 
13 Distilling 95,404 106,921 +12 
117 Tobacco products 229,150 249,050 + 9 
SY “DORIS POMUCEE ccc 111,190 216,588 +95 
48 Clothing and apparel 28,482 45,458 +60 
20 Shoes, leather, etc. 88,939 48,148 +24 
27 Tires, rubber products 209,736 264,492 +26 
27 Lumber 108,038 143,150 +32 
19 Furniture, wood products 25,814 34,508 +34 
72 Paper and allied products 855,690 422,969 +19 
45 Printing and publishing 71,864 82,397 +15 
71 Chemical products .... 819,759 1,105,216 +35 
27 Drugs and medicines 294,112 822,863 +10 
20 Soap, cosmetics, ete. 131,637 155,693 +18 
24 Paint and varnish... 1. 94,031 117,137 +25 
181 Petroleum prod. and refining— 2,575,505 2,814,334 + 9 
27 Cement 181,310 149,519 4-14 
16 Glass products 136,330 200,499 +47 
58 Other stone, clay products. 203,900 268,719 +32 
51 Iron and steel 789,174 843,793 +7 
12 Agricultural implements ..W0— 142,485 209,318 +47 
80 Building, heat., plumb. equip... 125,001 147,530 +18 
132 Electrical equip., radio & tv. 613,630 766,007 +25 
48 Hardware and tools ...W.. 39,003 54,793 +40 
83 Household appliances WW... 75,882 110,069 +45 
158 Machinery 233,558 800,752 +29 
380 Office equipment ——......... saci 175,058 198,024 +13 
45 Nonferrous metals .............--_——— 309,802 $82,945 +24 
90 Instruments, photo. goods, ete. 199,521 293,266 +47 
122 Other metal products ........ 240,485 812,938 +80 
16 Autos and trucks 757,710 1,471,999 +94 
58 Automobile parts 119,584 206,379 +78 
19 Railway equipment ........ 62,984 82,778 +31 
43 Aircraft and parts 294,756 202,607 —31 
107 Mise. manufacturing 156,186 227,421 +46 
1,944 Total manufacturing 10,682,920 13,327,246 +25 
21 Coal mining -ec 61,306 71,163 +16 
27 Metal mining-c¢ wu... ccceacaebiials 50,975 63,629 +25 
10 Other mining, quarrying-e — 42,479 46,166 + 9 
68 Total mining, quarrying 154,760 180,958 +17 
42 Chain stores — food ~~... 214,430 226,477 + 6 
66 Chain stores — variety, ete. — 133,582 154,333 +16 
67 Department and specialty 172,322 200,096 +16 
6 Mail order 202,410 245,406 +21 
85 Wholesale and mise, —. 98,163 118,772 +21 
246 Total trade 820,907 945,084 +15 
118 Class 1 railroads - @~ 601,820 578,814 — 4 
28 Traction and bus sapeseacbeees 19,994 32,176 +61 
14 Shipping 54,224 40,851 —25 
16 Air transport 48,369 77,375 +60 
60 Misc. transportation 46,277 63,518 +87 
281 Total transportation 770,684 792,234 + 8 
256 Electric power, gas, etc. -@ 1,906,440 2,084,449 + 9 
88 Telephone & telegraph-@ — 1,110,426 1,802,598 +17 
294 Total public utilities 8,016,866 8,887,047 +12 
28 Amusements 14,018 46,571 +—f 
84 Restaurant and hotel .. 24,240 24,921 + 8 
47 Other business services 93,206 106,286 +14 
28 Construction 82,878 $2,924 +......T 
182 Total amusements, services, etc, 164,337 210,702 +28 
* Commercial banks .......... 1,457,000 1,252,000 —14 
62 Fire and casualty insurance__— 179,872 274,147 +52 
225 Investment trusts-e 531,837 598,565 +18 
77 Sales finance 249,798 256,830 + 8 
62 Real estate 17,789 24,947 +41 
426 Total finance 2,486,286 2,406,485 —T 
3,331 Grand total $18,046,720 $21,249,760 +18 





e—Net income is reported before depletion charges in some cases. 


e—Figures in most cases exclude capital gains. 
+Less than 1%. 


From First National City Bank of New York Letter 
(see comment at page 468 herein) 




















EQUITY CHANGES IN COMMON TRUST FUNDS 
OMMON STOCKS OF 163 COMPANIES figures compare with the respective to- Trust Fund holdings as of the eid of 
were newly purchased and those of tals of 136, 111 and 227 in the previ- 1959. These are designated by an aster. 
109 were completely sold out by one or ous quarter (see T&E Feb. p. 108). isk in the accompanying listing. On the 
more of the 245 Common Trust Funds Of the companies whose stocks were other hand, five of the companies whose 
that reported to Trusts AND EsTATES newly purchased in the quarter 10 are stock was sold out thereby disappear 
for the quarter ending March 31. These additions to the overall list of Common from the list. 

“N” and “‘S”’ columns refer to number of Funds, reporting this quarter, thit newly purchased or sold out that stock. “‘H’’ column represents total number 
of Funds now ‘abies that stock according to latest reports; i.e. 1959 year-end figure (T&E, April 1960, p. 338) adjusted for subsequently reported changes, 
asterisk denoting new additions. 

Drucs. Foops, Topacco INDUSTRIALS NS H NSH 
. Pullman peta <tr 2 0 Standard Oil—New Jersey 1 2 244 
NS H ‘ P Ns H Radio Corp. of Amer. —.... 1 22 Sunray Mid-Continent Oil 1 u 
Abbott Laboratories 1 19 Air Reduction 2 35 Riegel Paper Mies ¥ 3 Texaco ; coe: Cea 2 192 
Amer. Tobacco .2 53 Allied Chem. 2 2 77 St. Regis Paper se: = 2 15 U. S. Steel : 2 314 
Borden - seneees 2 52 Amer. Agri. Chem. I 3 Sangamo Electric : 1 0 Universal Oil Products i® 
Campbell Soup _5 17 Amer. Can 6 149 Scott Paper eae 52 
Corn Products 2 82 Amer. Cyanamid 38 1 185 *Singer Mfg. on 1 1 Pusuic Uriities 
Foremost Dairies 1 5 Armstrong Rubber 1 Texas Gulf Sulphur ripaees S ai te , 
General Foods 1 3129 Boeing Airplane . 1 1 Thompson Ramo-Wooldridge 3 2 20 te 
General Mills 3 27 Caterpillar Tractor 1 59 Timken Roller Bending 1 + Amer. tel. & Tel. > 2 223 
Jewel Tea 1 16 Clark Equipment 5 Union Bag-Camp Paper ...1 1 30 nn hey omg L : a 
McKesson & Robbins 1 14 Continental Can 2 86° Wetin Garhide 4 3 205 Carolina wn 4 oe Bs : 31 
Merck 8 57 Crown Zellerbach Ld 8 Gee ca: Atoaeate 1 8 44 Central & Sout west 60 
: ies . sre 2 2 E = Columbus & So. Ohio Elec. 14 
National Biscuit 4 61 Deere 2 29 United Carbon 1 7 realth Edis a 
National Dairy Products 4 157 Diamond National 1 8 Uatted Shoe Mach. 1 6 laa Bus ison 2 % 
National Tea 1 9 Dow Chemical 5 1 8 wy gs. Foil 1 ° Consolidated Edison 1 53 
Parke. Davis 2 33 Dresser Industries 2 12 roe > > -. Consolidated Nat. Gas 1 53 
, U. S. Gypsum ey ae ee ees F " 
Chas. Pfizer 3 1 36 du Pont 5 1206 Westingh Elect ne ee Pee. 5 44 
Pillsbury 1 7 Eastman Kodak 2 84 ae ate : oe sige & Lt. ; 1 : 
*Plough 1 1 Eagle-Picher : 1 3 eae ME sroasr Sarg Sk coil ee 
mien a & Gamble 1 45 Emhart Mfg. 1 0 MERCHANDISING & El Paso Nat. Gas ~ l2e 
R. J. Reynolds Tobacco - 3 55 ©Ex-Cell-O 1 5 MISCELLANEOUS General Tel. & Electronics 4 3 43 
Schering 1 10 Firestone Tire & Rubber 1 45 *Amer. Hospital Supply —.. 1 , Houston Ltng. & Pwr. , 33 
G. D. Searle ie 8 Food Mach. & Chem. 2 28 Columbia Broadcasting 2 1 "7 International Tel. & Tel. ] ‘ 
Smith, Kline & French 1 8 Ford Motor 1 41 *Consolidated Laundries 1 1 Kansas Gas & Elec. — . . 
Standard Brands 1 11 Gardner Denver 1 4 Federated Dept. Stores 2 3g Miss. River Fuel 1 1 
Sterling Drug : 1 49 Gen. Amer. Transportation 3 46 First National Stores 1 2 26 N. Y. State Elec. & Gas 1 28 
Sunshine Biscuits 1 14 General Electric 2 1240 Gimbel Bros. ? 2 Niagara Mohawk Pwr. - 25 
Swift & Co. : 1 2 5 General Motors 2 2248 Great Atlantic & Pac. Tea 1 ¢ Northern Nat. Gas 1 34 
Upjohn 1 7 General Portland Cement 2 18 Kroger f 3 39 Northern States Pwr. a 1 3 
Genesco 1 8 May Dept. Stores 2 2 56 *Orange & Rockland Utilities 1 1 
= : Glidden ; 1 8 G. C. Murphy 1 15 Pacific Gas & Elec. L to 
FINANCIAL & INSURANCE GS i. Goodich ; 2 & 6 eee 3 1143 Pacific Lighting 12 4 
Beneficial Finance 1 9 Goodyear Tire & Rubber 2 1 63 Safeway Stores 9 27 Pacific Pwr. & Lt. os 
Chase Manhattan Bank - 2 72  Gould-National Batteries 1 4 Sears, Roebuck 3 2 154 Philadelphia Elec. 2 92 
Chemical Bank N.Y. Trust 1 30 *Hazeltine tt 1 FP ‘W. Woolworth 1 99 Portland Gen. Elec. se 
C.1L.T. Financial 1 1 73 Hooker Chemical 1 24 Potomac Elec. Pwr. 1 y 
Continental Insurance 2 84 Ideal Cement 1 11 PETROLEUM, MINING Public Service Elec. & Gas 1 af 
Dun & Bradstreet 1 3 Ingersoll-Rand 1 1 50 S Mieessn Puget Sound Pwr. « Lt. l ll 
Employers Group Assoc. 1 2 International Bus. Mach. _10 88 & METALS Rochester Gas & Elec. 1 14 
Fireman’s Fund Ins. 2 26 International Paper 2 99 Aluminium, Ltd. 1 15 Southern Co. ie ee 
Firstamerica 1 18 International Salt 1 10 =Aluminum Co. of Amer. 1 1 63. «=So. California Edison 1 8) 
First Nat. Bk., Boston 1 46 International Shoe 1 4 Amer. Smelt. & Refin. 1 14 Toledo Edison a 
First Nat. City Bk., N.Y. — 1 132 Johns-Manville 1 2 91 Atlantic Refining 1 24 Union Electric (Mo.) 1 22 
First Penna. Bkng. & Tr. — 1 13 Koppers 1 1. Bethlehem Steel 1 1 95 United Gas 1 14 
*General Acceptance 1 1 Lehigh Portland Cement 3 17. Continental Oil 1 79 +#Virginia Elec. & Pwr. 2 7 
Great American Ins. 1 11 Libbey-Owens-Ford Glass 2 41 Gulf Oil 8 77 Washington Water Pwr. 1 4 
Hanover Bank, N. Y. 1 10° Lily-Tulip Cup 2 8. International Nickel 8 1 22 Wisconsin Public Serv. 1 8 
Hartford Fire Ins. 1 23 McGraw Edison 1 17 #£2x.Kennecott Copper 6 125 - aa " 
Home Insurance 2 20 Mead 1 4 Louisiana Land & Explor. 1 12 [RANSPORTATION 
Household Finance 1 10 *Medusa Portland Cement 1 1 National Lead 31108 Amer. Airlines 1 1 
Insurance Co. of No. Amer. 3 70 Minn.-Honeywell Regulator 1 60 Ohio Oil 1 36 Atch., Top. & Santa Fe 1 ia 
Jefferson Standard Life 1 3 Monsanto Chemical 2 1 51 #£4xPhelps Dodge 1 42 Chesapeake & Ohio 2 36 
Life Ins. Co. of Va. 1 3 Motorola 1 4 Phillips Petroleum 2 1148 Eastern Airlines 1 
Manufacturers Trust, N.Y. 1 11 #£=National Cash Register 3 1 66 Republic Steel 1 21 Great Northern 1 16 
Marine Midland 2 17 National Gypsum 1 1 19 Reynolds Metals _. 1 10 *Illinois Central 1 1 
Morgan Guaranty Trust 2 76 Nopceo Chemical a 8 Sinclair Oil 8 61 Northern Pacific l 
Transamerica 1 19 No. Amer. Aviation 1 7 Socony Mobil Oil 2 3178 Southern Rwy. 1 16 
Travelers Ins. 2 32 Otis Elevator 1 34 Standard Oil—California 1 1116 Tennessee Gas Trans. 2 lt 
U. S. Fidelity & Guaranty 1 15 Owens-Illinois Glass —..... 1 78 Standard Oil—Indiana : 2100 Union Pacific 1 1 
*Valley Nat. Bk., Phoenix — 1 1 Pittsburgh Plate Glass _...1 2 54 Standard Oil—Kentucky 1 7 United N.J. R.R. & Canal 1 
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es nem 
—_—_—— > \ 
Company ; CARBIDE ‘ 
POWER COMPANY, Ine. | 
Common a \ 
, — C 
Stock 201st Consecutive Cash Dividend oa ny ee 
DIVIDEND C Stock A quarterly dividend of Ninety cents } 
| on Common Stoc (90¢) per share on the outstanding 1 
| . reguler quarterly dividend of Forty- capital stock of this Corporation has 
a five cents ($.45) per share on the been declared, payable June 1, 1960 to 
the payment of a dividend of fifty cents Common Capital Stock of the Company, stockholders of record at the close of 
($.50) per share payable June 10, 1960 issued and outstanding in the hands of the 


business May 2, 1960, 
JOHN FE SHANKLIN 


Secretary and Treasurer P 
UNION CARBIDE CORPORATION 


public, has been declared payable June 
10, 1960, to the holders of record at 
the close of business May 9, 1960. 


W. J. ROSE, Secretary 


to holders of Common Stock of record 
May 20, 1950. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 





April 27, 1960. 
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: there's more to Cities Service 
1 than meets the eye! 























More than seven million new cars will roll off 
the production lines this year. Behind them is 
a complex network of designers, researchers, 
test drivers, and testing laboratories. Most of 
us fail to realize the enormous combination of 
people and tasks it takes to produce the “pride 
of the family.” 

Likewise, motorists pulling into a Cities 
Service station in their new, high-powered 
cars don’t realize the vast number of people 
Designers and engineers work and jobs it takes to produce gasolene. For in- 
=] years ahead of actual produc- stance, Cities Service has a full staff of re- 
tion. Designers work directly search and technical experts, searches four 
with decorators and metal continents for oil, maintains giant refineries, 
gees hy select new mate- research labs, uses a pipe-line system that can 
Rider ant fe lbscah aoe circle the globe and a fleet of super tankers, too! 

” vi And Cities Service has spent 
over a billion dollars in product 
development. 

Only in this way can America 
have what it needs for prog- 
ress—more jobs and more and 

= better oil products. 











-ates May 1960 45] 
) 





PREFERRED STOCKS IN COMMON TRUST FUND 


STUDY BY TRUSTS AND EstaTEs of 

366 Common Trust Funds with ag- 
gregate portfolio of $2,701,000,009 
taken as of the available 1959 valuation 
date nearest to the year-end showed 
total preferred stock holdings of $259,- 
400,000. This is $37,700,000 more than 
the preferred stock volume of the 300 
Common Trust Funds reported on a 
year ago. The twelve month gain in total 
dollar volume of preferred stocks in 
Common Trust Funds was more than 
double that of 1958. 

The following table shows how the 
total amount of preferred holdings was 
divided among the various types of 
Funds, together with the percentage of 
total portfolio for each type and the 
corresponding figures for the 300 Funds 


studied a year earlier. Dollar amounts 
are in millions. 


Type Fund 1959 1958 

$ % $ % 
Discretionary — 124.5 6.6 145.2 8.1 
Le eee 50.5 14.2 51.6 15.4 
Fixed Income*.. 84.2 34.3 24.7 18.3 
Common Stock. 0.2 0.1 0.2 O.1 


*Includes bond funds both years. 


The marked change in the Fixed In- 
come group is affected by the number 
of new “dual” funds inaugurated during 
the year including those created by split- 
ting a former discretionary fund. 

Issues which showed a gain of five 
or more in the number of Funds hold- 
ing are: Tennessee Gas Transmission 
4.72; Liggett & Myers 7; Duke Power 
5.36; General Motors 5; International 


Harvester 7; Reynolds Metals |.75; 
Consumers Power 4.50; R.C.A. 3 . 

There were 47 issues added the 
list of the year before while 60 reyj. 
ously held are no longer included, mak. 
ing a net loss of 13 and a grand total 
of 560 issues. Most of the chang. s oc. 
curred in the public utility section which 
is by far the largest group in the pre. 
ferred stock segment of Common Trust 
Fund holdings. This group showed a 
net gain of seven issues and the irans. 
portation section a net gain of two. All 
other groupings were represented by 
fewer issues than in 1958 indicating 
that the dollar increase cited above was 
due primarily to further commitments 
in those issues already held in the com- 
posite portfolio. 








PREFERRED STOCKS IN COMMON TRUST FUNDS 


(Figures represent number of funds holding; asterisk denotes convertible) 


Drucs, Foops, Tospacco 1958 1959 1958 1959 





1958 1959 
1958 1959 aon as Wash. — # : : seen — — srboeae = ro U. S. Plywood 3.75% - 1 0 
P Pp eaboar inance $4.75 __. yenera otors $5 __........ { U. S. Rubber 8% ___... 11 14 
ps ot te oo ~ 11 7 Seaboard Finance $5... 2-2 Genesco $3.50 2 2 Victor Chem. 3.50% _. 2 9 
Amar, Geoteh Banat 4.50% 1 1 Southwestern Invest. $1 _. 1 1 Gen. Tire & Rub. 4. 25% - a: Ae 0 Vulcan Materials 5.75% — 1 1 
hoodia: Snuff 6% apie 1 1 Tri-Continental $2.70 —... 8 8 *Gen. Tire & Rub. 4.50% .. 1 0 Vulcan Materials 6.25% 0 1 
‘ani Sean Refin. $7 cane 2 3 Gen. Tire & Rub. 5.50% = 0 W. Va. Pulp & Paper 4.50% 4 2 
fom Sam 6% _..... B84 35 — P. H. Hanes Knitting 5% — 1 1 Westinghouse Elec. 3.80% — 27 28 
ee was ae " : INDUSTRIALS Harbison-Walker Refract. $6 2 2 *Whirlpool 4.25% 1 1 
Beatrice Foods — aaa - . *Allis-Chalmers 4.08% 6 1 Hercules Powder 5% -........ 8 9 White Motor $5.25 _. 2 1 
Canada Dry Ponce Gal . , Aipge, Can TH 27 8626 Heyden-Newport Ch. $3. 50 - 2 1 Worthington $4.50 _ 3 9 
Carnation 3.75% ——- 1 0  amer. Cement $1.25 — 0 1 *Heyden-Newport Ch. $4.375 1 0 
Coigate-Palmolive i — : : Amer. Mach. & F = 3.90% 2 0 Hooker Chem. $4.25 —_... 3 3 MERCHANDISING & MISCELLANEOUS 
Semants —_") — . . Amer. Marietta 5% 4 2 Hudson Pulp & Paper 5% 2 2 Allied Stores 4% 9 : _ 
Corn Products ee om ° Amer. Potash & Chem 4% 1 1 Hudson Pulp & Paper 5.12% 2 S Anas. & Ps 4 ie = . ‘ 
Game a ra are a - Anchor-Hocking Glass $4 2 3 Ingersoll-Rand 6% a 1 Bullock’ wa ‘ - : ; 
gee po kage papa ie ; 9 Armstrong Cork $3.75 8 8 Interchemical 4.50% 5 5 Burlington “een 4% > - 
Ge : W. Belme $7 1 0 Avondale Mills $4.50 x 1 Int. Harvester 7% 46 52 Colonial Stores 4% 1 1 
a. Reena 5% 3 4 A. S. Beck Shoe 4.75% 1 1 Int. Min. & Chem. 4% 2 1 Food Fair Stores $4.20 4 
Jewel Tea $3 "5 : - 1 Bell & Howell 4.75% — 1 1 Int. Paper 4% —.. . 6 2  Gimbel Bros. $4.50  * 
Li tt & ‘ince re 93 «32 Borg-Warner 3.50% 6 5 I.T.E. Circuit Break. 4. 60% 4 4 Grand Union 460% = 1 
ee yea lade _ 5 Budd $5 1 1 *Kaiser Alum. & Chem. $4.12 12 9 Wa ant & pet 12 10 
a ~ § 2 Calumet & Heela $4.75 1 1 Kaiser Alum. & Chem. $4.75 17 17 alle Bros 4.80% — er 
Foon ole aaa 5 8 Carrier 4.50% 1 1 *Kaiser Alum. & Chem. $4.7513 17 echt $375 a 
National Biscuit $7 ___ 9 q ‘“Carrter 4: 80% am. 1 _Koppers $4 ———________ 6 8 *McCrory Stores $3.50 5 3 
*Nat Distillers & Ch “84. 25 + 8 Caterpillar Tractor ‘4. 20% 18 17 *Lamson & Sessions 4.7 75 1 1 R. H. Macy $4.25 9 P 
Pe Milk $4.50 ‘ei ae 6 5 *Celanese 4.50% -..-.-...-- 11 9 James Lees & Sons 3.85% oD & 2 Marshall Field $4.25 3 9 
et Muk % is ini 1 1 Celanese 7 % 1 0 Lynchburg Foundry $4.25 — 1 1 May Dept. St 4 $3 40 3 Fi 
pment a 3 3 Celotex 5% —. 1 1 *Magnavox 4.75% 1 0 May sa one $3.75 17 Pe 
Pade ~ oie lag 14 14. Champion Pap. & Fib. $4.50 5 5 Mead $4.25 t & ‘iia Gaal oe . 2 
rsd O “a... ... 7 Chatham Mfg. 4% 1 1 Melville Shoe $4 3 S 3 EL Wenketes 155 10 11 
> ina. 3 g  Chemetron 4.25% 3. 2 Melville Shoe $4.75 & 2 Pianos kis os | 3 
R. 7 ah $4.50 ar 1 0 Clark Equipment 5% 1 0 National Gypsum $4.50 7 7 Setewey Sinem SA — i718 
*Schering 5% ‘inte ecaiiaa 1 1 Clevite 4.50% 1 1 *Oliver 4.50% 1 ee Ee $4.30 9 0 
Wie Rico Suzar 8% 3 2 *Cluett Peabody 4% 1 1 *Owens-Illinois Glass 4% - Rs 21 Wiestaen Astin Supply 4.80% 2 2 
*Standard Brands $3.50 4 6 Cluett Peabody 7% 1 1 Oxford Paper 5% 1 1 Wieboldt Stores 4.25% 1 1 
*Standard Packing $1.20 2 3) ee .- 3 See eee 1 1 Woodward & Lothrop 5% 0 2 
k ly-V Cc 5% 2 4 Continental Can $3.75 7 3 Phileo $3.75 5 4 
Stol Ss pa ca lama *Continental Can $4.50 3 0 *Pittston $3.50 2 1 
a ee See I. Cook Paint & Varnish $3 1 1 HL K. Porter 5.50% —- 0 1 Petroreum, Minine & Metals 
- 8. big elt b. $8 ane 2 Corning Glass 3.50% 1 0 Radio Corp. of Amer. 22 21 Alum. Co. of Amer. 3.75% 16 12 
Maman Oi & tenes 4 1 0 Crane 3.75% 8 5  *Radio Corp. of Amer. $3.! 0 5 Amer. Smelt. & Refin. 7% 16 
Wai Oil & Snow. 4 80% 1 9 Crown Cork & Seal o2: —.. 1 0 Rohm & Haas $4 3 3. *Anderson-Pritchard 4.25% 6 4 
Wilson & Co. $4.25 _ ce. es 20... 18 18 St. Regis Paper $4.40. 2 2 *Ashland Oil & Refin. $1.50. 2 2 
‘ i ail cic ae ey Dana 3.75% 3 1 Seott Paper $4 5 4 *Ashland Oil & —. $5 2 9 
- t Diamond cadiienad $1. 50 15 17 Servel 5.25% 0 1 Atlantic Refin. § 8.75% 13. 14 
FInANcIAL & INSURANCE *Dorr-Oliver $2 0 1. Sherwin-Williams $4 5 5 Bethlehem Steel 7% 15 15 
Amer. Home Ins. 4.64% 2 2 du Pont $3.50 13 11 Spencer Chemical $4.20 _...._ 4 4 *Bridgeport Brass 4.50% 4 3 
Amer. Investment $5.25 4 4 du Pont $4.50 24 20 Sperry Rand $4.50 7 7 *Champlin Oil & Refin. $3 1 1 
Assoc. Investment 4.50% 1 0 Endicott Johnson 4% 4 3 Stauffer Chem. 3.50% 0 2 Int. Silver 7% 2 1 
Beneficial Finance 5% 2 0 Federal Paper Board 4. 60% 2 2 Tostiten 296... 1 1 Jones & Laughlin Steel 5° 7 8 
Christiana Securities 7% — 1 0 Firestone Tire 4.50% 4 3 *Textron $1.25 0 1 Kendall $4.50 2 a 
Gen. Amer. Investors $4.50 1 1 Flintkote $4 1 0 Thompson Ramo-Woold. ‘4% 11 11 Minn. Mining & Mfg. $4 3 v 
T’ousehold Finance 3.75% 6 6 *Flintkote $4.50 0 1 *Tung-Sol Electric 5% 2 2 National Lead 6% 5 3 
Household Finance 4% 6 6 *Food Mach. & Chem. 3.25% 1 0 *United Aircraft 4% . 42 13 National Lead 7% 9 ¢ 
Household Finance 4.40% 11 9 Food Mach. & Chem. 3.75% 9 5 United Shoe Mach. 6% 2 1 *Reynolds Metals 4.50% 1 2 
*Marine Midland 4% -——-- 3 1 General Cable 4% 1 1 U. S. Borax & Chem. 4.50% 1 1 Reynolds Metals 4.75% 14 20 
*Northwest Bancorp. 4.50% — 8 8 General Controls 6% ~~ 1 1 U.S: Gop TS — 5 0 Standard Oil — Ohio $3.75. 5 2? 
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, ; 1958 1959 1958 1959 1958 1959 1958 1959 
*Sunray Mid-Continent $1.65 2 0 Calif.-Ore. Pwr. 7% .-.....----.--- 2 1 Consumers Pwr. $4.50 _.... 20.25 Florida Power 4.60% —-..... 1 1 
*Sunray Mid-Contin’t 4.50% 25 23 *Calif. Water & Tel. $1.24 . 2 2 Consumers Pwr. $4.52 _......_ 9 9 Florida Pwr. & Lt. 4.50% _. 8 7 
* unray Mid-Contin t 5.50% 11 9 Carolina Pwr. & Lt. $4.20 . 2 2 Dallas Pwr. & Lt. $4 __..... 3 2 Gen. Tel. & Electronics $4. 3 0 
‘idewater Oil $1.20 cm alvaee Bh 30 27 Carolina Pwr. & Lt. $5 _..... 4 4 Dallas Pwr. & Lt. $4.24 ....._ 6 6 *Gen. Tel. & Elec. 4.25% —. 2 3 
i. S. Smelt. & Min. 7% -.. 2 2 Central Hudson G&E 4.75% 1 1 Dallas Pwr. & Lt. $4.50 2 2 *Gen. Tel. & Elect. 4.36%... 0 2 
. S. Steel 7% — 72 76 Central Ill. El. & Gas 4.10% 2 2 Dayton Pwr. & Lt. 3.75%. 5 5 *Gen. Tel. & Elec. 5.28%... 3 1 
75: Central Ill. Lt. 4.50% -........ 8 7 Dayton Pwr. & Lt. 3.90% —.. 3 3 Gen. Tel., California 4.50% 3 2 
: ' , : Central Ill. Lt. 4.64% —_... 4 5 Delaware Pwr. & Lt. 3.70% 4 3 Gen. Tel., California 5.50% 1 1 
), Pusuic Utiities Central Ili. Pub. Serv. 4% — 1 1 Delaware Pwr. & Lt. 4.00% 3 3 Gen. Tel., Florida $1.30 1 5 
the \labama Gas $3.50 __......___. 1 1 Central Ill. Pub. Serv. 4.92% 1 1 Delaware Pwr. & Lt. 4.20% 2 2 Gen. Tel., Penna. $2.10 _._ 3 3 
ri ,labama Pwr. 4.20% -... 4 4 Central Louisiana El. 4.50% 1 2 Delaware Pwr. & Lt. 4.56% 3 3 Gen. Tel., Penna. $2.25 _..... 5 5 
evl- slabama Pwr. 4.60% __.... 4 4 Central Maine Pwr. 3.50% — 1 0 Delaware Pwr. & Lt. 5% -.. 5 4 Gen. Tel., Southeast 5.80% — 1 1 
ak. Amer. Nat. Gas 6% _........... 1 1 Central Pwr. & Lt. 4% —...... 3 4 Duke Per. 6.365 —.—...... 0 6 Gen. Tel., Southwest 5.10% 0 3 
Appalachian El. Pwr. 4.50% 15 14 Catal Ta. $2 1 1 Duquesne Lt. $2.10 __._. ae 6 0 Gen. Tel., Southwest 5.50% 1 3 
otal Arizona Pub. Serv. $1.10 _. 1 2 Central Tel. 5.40% -.............. 0 1 Duquesne Lt. 3.75% -......------ 5 5 Gen. Tel., Southwest 5.60% 1 2 
*Arizona Pub. Serv. $2.40 _.. 2 2 Cincinnati Gas & El. 4% _.. 5 6 Duquesne Lt. 4% _............. 12 13 Georgia Pwr. 4.60% — 15 15 
oc. Arkansas Pwr. & Lt. $4.32. 0 1 Cincinnati Gas & El. 4.75% 8 5 Duquesne Lt. 4.10% -..... 3 4 Georgia Pwr. 4.92% —_.. 4 4 
li Arkansas Pwr. & Lt. $4.72. 6 5 City Wtr. Chattanooga5% — 1 1 Duquesne Lt. 4.15% 6 vf Georgia Pwr. 5% —.............. 1 2 
1¢ 
Arkansas Pwr. & Lt. $5.48 0 2 Cleveland El. Illum. $4.50 . 12 11 Duquesne Lt. 4.20% 15 Gold & Stock Tel. Gtd. 1 0 
pre- Atlanta Gas Lt. 4.44% _..... 4 4 Colorado Interstate Gas 5% 1 1 Eastern Gas & Fuel 4.50% — 1 1 Gulf Interstate Gas 6% 2 0 
rust Atlanta Gas Lt. 4.50% —... 2 2 Colorado Inter. Gas 5.35% ’ 0 3 El Paso Elec. $4.50 _........._.. 1 1 Galt fur. tA 2. oe 3 
Atlantic City El. 4% _....... 2 1 Columbus & S. O. El. 4.25% 1 i El Paso Nat. Gas 4.10% -... 2 2 Gulf States Utilities $4.20 . 5 2 
d a Baltimore Gas & El. 4% - 2 2 Columbus & S. O. El. 4.65% 1 1 El Paso Nat. Gas 4.50% 1 0 Gulf States Utilities $4.40 _ 5 7 
ans: Baltimore Gas & El. 4.50% — 9 9 Columbus & S. Ohio El. 6% 1 1 *El Paso Nat. Gas $5 _.-..... 9 6 Gulf States Utilities $4.44 _ 2 2 
Black Hills P. & Lt. 4.56% .— 1 0 Commonwealth Ed. 4.64% — 13 13 El Paso Nat. Gas 5.36% -.-. 4 4 Gulf States Utilities $5 —. 2 1 
All Blackstone Val. G&E 4.25% 1 1 Commonwealth Edison 5% — 1 0 El Paso Nat. Gas 5.50% 13 +14 Gulf States Utilities $5.08 _ 0 2 
by Blackstone Val. G&E 5.60% 1 1 Commonwealth Ed. 5.25% — 15 16 El Paso Nat. Gas 5.65% 8 10 Hartford Elec. Lt. 4.50% —. 2 2 
y Boston Edison 4.25% ....... 5 4 Community Pub. Serv. _....._ 0 1 El Paso Nat. Gas 5.68% —.. 5 5 Hartford Gas 8% 2 2 
ting Boston Edison 4.78% --.......- 5 6 Conn. Lt. & Pwr. $2 _..... a | El Paso Nat. Gas 6.40% —— 4 3 Hawaiian Elec. 4.25% —.... 1 2 
° Cat, 2. Pan ee .......... 2 3 Conn. Lt. & Pwr. $2.06 __._. 1 1 *Equitable Gas 4.36% —-.... 0 9 Hawaiian Elec. 4.50% —....... 1 0 
was Calif. El. Per, 6% —.__._... 2 3 Conn. Lt. & Pwr. $2.09 _.... 1 1 *Equitable Gas 4.50% —..... 7 0 Hawaiian Elec. 5% eae ae 2 
ents Calif.-Ore. Pwr. 4.70% -...... 2 2 Conn. Lt. & Pwr. $2.20 _...... 2 1 Florida Power 4% ee 3 Hawaiian Elec. 5.50% —... 1 1 
Calif.-Ore. Pwr. 5.10% : 7 7 Consol. Edison $5 48 47 Florida Power 4.40% — 2 2 Hawaiian Tel. 4.80% . 2 2 
-Om- Calif.-Ore. Pwr. 6% .......... 1 1 Consumers Pwr. $4.16 4 3 Florida Power 4.50% ------------ 0 1 Houston Ltg. & Pwr. $4... 3 3 
e 
0 
14 ] 
? canada’s 
1 
: . 
: expanding 
1 
1 
: economy 
NEOUS 
9 
6 : 
; e 
1 RE 
1 
; 2 
:. oe oe : : : A ‘ : . 
10 The Dominion Securities organization, established in Toronto in 1901, and with offices 
=: today in Canada, the United States and England has played an important part in 
5 8 serving the financial needs of Canada’s expanding economy for more than 55 years. 
2 3 
3 2 
; 2 
7 2 
eo Service to Canadian Governments and Corporations 
1 . . 
_ Service to U.S. Corporations 
> () . * s 
4 Service to U.S. Institutions and Banks 
] . 
-_ Service to U.S. Dealers and Brokers 
“TALS 
6 12 @ 
6 if Private wires to Toronto, Montreal, Ottawa, Winnipeg, 
es a Calgary, Vancouver, Victoria and Halifax. 
9 9 
2 0 BELL SYSTEM TELETYPE NY 1-702-3 
3 14 
eo) 
7 Dominion SECURITIES GRPORATION 
2 l ° , 
7 8 Boston Associate Member American Stock Exchange Toronto 
21 London, Eng. 40 EXCHANGE PLACE, NEW YORK 5 Montreal 
5 4 Ottawa TELEPHONE WHITEHALL 4-8161 Winnipeg 
9 be Calgary Canadian affiliate—Member Toronto, Montreal Vancouver 
: pa Halifax and Canadian Stock Exchanges Victoria 
5 2 : eee 
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1958 1959 1958 1959 1958 1959 1958 1s 
Houston Nat. Gas 5% - 1 1 Niagara Mohawk Pr. 4.85% 5 8 P. S. Elec. & Gas 4.18% 5 3 United Tel.—Penna. 4.50% 3 
Idaho Pwr. 4% se 6 Niagara Mohawk Pr. 5.25% 4 3 P. S. Elec. & Gas 4.30% 3 4 Virginia Elec. & Pwr. $4.12 4 
Illinois Pwr. 4.08% ae 3 Northern Illinois Gas 5% —.. 8 8 P. S. Elec. & Gas 5.05% 7 8 Virginia Elec. & Pwr. $4.20 5 
Illinois Pwr. 4.20% -..........-- 4 4 Northern Ind. P. S. 4.22% — 3 3 Pub. Serv.—Colo. 4.25% -..-- & 6 Virginia Elec. & Pwr. $5 —.. 15 
Illinois Pwr. 4.26% -......-..---- 3 4 Northern Ind. P. S. 4.25% — 2 4 Pub. Serv.—Colo. 4.64% 6 5 Washington Gas. Lt. $4.25 . 4 
Illinois Pwr. 4.42% -.- 2 2 *Northern Ind. P. S. 4.40% 5 5 Pub. Serv.—Ind. 3.50% 2 4 *Washington Gas Lt. $4.60 0 
Illinois Pwr. 4.70% -....._... 9 8 Northern Ind. P. S. 4.50% 5 5 Pub. Serv.—lInd. 4.16% 5 6 Washington Gas. Lt. $5 .... 0 
Indiana & Mich. El. 4.125% 2 2 Northern Nat. Gas 5.50% 11 12 Pub. Serv.—Ind. 4.82% —..... 9 9 West Penn Power 4.10% - 7 
Indianapolis Pwr. & Lt. 4% 3 5 Northern Nat. Gas 5.60% —. 0 2 *Pub. Serv.—Ind. 4. 80% 4 8 West Penn Power 4.20% -— 5 
Indianapolis P. & Lt. 5.65% 4 5 Northern Nat. Gas 5.80% _ 6 9 Pub. Serv.—N. M. 5.25% —— 0 3 West Penn Power 4.50% 27 
*Int. Utilities $2 - Se ee 1 Northern States Pwr. $3.60 7 8 Pub. Serv.—Okla. 4% eee 1 | West Texas Utilities 4.40% 5 
Interstate Pwr. 4.36% —.._._ 1 1 Northern States Pwr. $4.08 1 1 Pub. Serv.—Okla. 4.24% —.. 2 2 Wisconsin El. Pwr. 6% 2 
Iowa El. Lt. & Pwr. 4.80% — 3 0 Northern States Pwr. $4.10 6 | Rochester G. & El. 4% —---... 2 3 Wisconsin Pr. & Lt. 4.40% 2 
Iowa-Illinois Gas & El. $4.22 0 1 Northern States Pwr. $4.11 9 8 Rochester G. & El. 4.10% - 1 1 Wisconsin Pr. & Lt. 4.50% 0 
lowa Pwr. & Lt. 4.35% —.... 1 0 Northern States Pwr. $4.16 2 2 Rochester G. & El. 4.75% 1 0 Wisconsin Pr. & Lt. 4.76% 1 
Iowa Pwr. & Lt. 4.56% —..... 0 1 Northwest Nat. Gas 5.75% — 3 Rochester G. & El. 4.95% 4 3 Wisconsin Pub. Serv. 5% 1 
Iowa Pwr. & Lt. 4.80% -...... 0 2 Ohio Edison 3.90% 6 7 Rochester Tel. 5% 2 2 Wisconsin Pub. Serv. 5.08% 0 
Jersey Central P. & Lt. 4% 4 6 Ohio Edison 4.40% 8 7 San Diego G. & El. 4.40% 2 1 Worcester County El. 4.44% 1 
Kansas City P. & Lt. 3.80% 3 2 Ohio Edison 4.44% 6 4 San Diego G. & El. 4.50% 4 3 
Kansas City Pwr. & Lt. 4% 5 4 Ohio Edison 4.56% 4 2 San Diego G. & El. 5% —- 5 5 _ - 
Kansas City P. & Lt. 4.20% 4 4 Ohio Power 4.20% 2 2. San Diego G. & El. 5.60% 5 «OCS TRANSPORTATION 
Kansas City P. & Lt. 4.35% 3 4 Ohio Power 4.40% 4 4 *San Jose Water 4.70% 1 0 Ala. Grt. Southern 6% 1 
Kansas City P. & Lt. 4.50% 4 5 Ohio Power 4.50% 6 7 *San Jose Water 4.75% - 2 1 Atch., Top. & Santa Fe 5% 22 
Kansas-Neb. Nat. Gas 5% 2 2 Okla. Gas & Elec. 4% 1 0 Savannah El. & Pr. 4.36% 1 1 Carolina, Clinch. & O. 5% 4 
Kentucky Utilities 4.7 5% a ee Okla. Gas & Elec. 4.24% 3 3 Seranton Spring Brook Greyhound 4. 25 aS 4 
*Laclede Gas 4.32% 1 1 Okla. Nat. Gas 4.75% 3 2 Water 4.10% : 5 5 Greyhound 5% 1 l 
*Lone Star Gas 4.84% 2 1 Okla. Nat. Gas 4.92% 3 3 S. Carolina El. & Gas 4.50% 1 1 Kansas City i itliceaiin 4% 2 l 
Long Island Lighting 4.35% 7 5 Pacific Gas & Elec. 4.12% 0 1 S. Carolina El. & Gas 5% - 2 2 Nashville & Decatur 7.50% 1 1 
*Long Island Lighting 4.40% 3 2 Pacific Gas & Elec. 4.36% 4 4 S. Pittsburgh Water 4.50% 1 1 Nat. Gas Pipe Line 5.75% 0 1 
Long Island Lighting 5% 4 3 Pacific Gas & Elec. 4.50% 12 12 S. Pittsburgh Water 4.70% 2 2 Norfolk & Western 4% 2 2 
Louisiana Pwr. & Lt. 4.44% 3 3 Pacific Gas & Elec. 4.80% 8 5 S. Pittsburgh Water 5.25% 1 1 North Penna. 4% 1 ] 
Louisiana Pwr. & Lt. 4.96% 3 2 Pacific Gas & Elec. 5% 18 21 Southern Cal. Edison Orig. 1 0 Norwich & Worcester 8% 1 1 
Louisiana Pwr. & Lt. 5.16% 0 3 Pacific Gas & Elec. 5.50% 12 14 Southern Cal. Edison 4.08% 6 6 Panhandle East. P. L. $4 Ae 4 
Louisville Gas & El. 5% 2 2 Pacific Gas & Elec. 6% 33 30 Southern Cal. Edison 4.24% 9 9 Phila., Germ. & No. R. R. $6 1 1 
Metropolitan Edison 3.80% 7 Pacific Lighting $4.36 9 9 Southern Cal. Edison 4.32% 13 15 Pitts., Ft. Wayne & Ch. $7 4 4 
Metropolitan Edison 3.85% 6 5 Pacific Lighting $4.40 0 1 Southern Cal. Edison 4.78% 12 14 Reading 4% 8 8 
Metropolitan Edison 3.90% 13 13 Pacific Lighting $4.50 13 14 Southern Cal. Edison 4.88% 10 8 Rich., Fred. & Potemans 4% 1 1 
Metropolitan. Edison 4.35% 11 Pacific Lighting $4.75 - 9 0 Southern Cal. Edison 5% 1 4 Southern $1 2 0 
Metropolitan Edison 4.45% 3 4 *Pacific Lighting $4.75 - a ae 14 Southern Cal. Gas 6% —.... 4 4 Southern 5% : 5 5 
Middle South Utilities 0 1 Pacific Pwr. & Lt. 5% 2 0 Southern Ind. G. & E. 4.80% 2 2 Tenn. Gas Trans. 4.10% 1 l 
Minneapolis Gas 5% | 1 Pacific Pwr. & Lt. 5.64% 0 3 *Southern Union Gas 4.64% 0 1 Tenn. Gas Trans. 4.25% Z 2 
Minneapolis Gas 5.10% 1 0 Pacific Tel. & Tel. 6% 5 5 Southern Union Gas 5% 1 1 *Tenn. Gas Trans. 4.50% - 5 3 
Minneapolis Gas 5.50% 1 1 Penna. Elec. 3.70% 5 5 Southwest’n El. Pwr. 4.28% 1 1 Tenn. Gas Trans. 4.60% 1 1 
Minnesota-Dak. Util. $4.70 1 0 Penna. Elec. 4.05% 11 11 Southwest’n El. Pwr. 5% i 1 Tenn. Gas Trans. 4.64% 6 4 
Mississippi Pwr. 4.40% - 4 3 Penna. Elec. 4.40% 7 8 Southwest’n El. Ser. 4.40% — 2 > Tenn. Gas Trans. 4.65% 3 3 
Mississippi Pwr. 4.60% 1 1 Penna. Elec. 4.50% 1 1 Southwestern P. S. 3.70% 1 1 *Tenn. Gas Trans. 4.72% 0 21 
Mississippi P. & Lt. 4.36% 1 0 Penna. Elec. 4.60% 12 11 Southwestern P. S. 3.90% — 3 2 Tenn. Gas Trans. 4.90% 10 12 
Mississippi P. & Lt. 4.56% 5 4 Penna. Elec. 4.70% 5 5 Southwestern P. S. 4.15% — 4 4 Tenn. Gas Trans. 5% 2 0 
Missouri Pwr. & Lt. 3.90% 1 1 Penna. Pwr. 4.24% 8 5 Southwestern P. S. 4.36% 1 1 *Tenn. Gas Trans. 5% 3 2 
Missouri Pub. Serv. 4.30% 1 1 Penna. Pwr. 4.25 % 6 5 Southwestern P. S. 4.40% 2 3 Tenn. Gas Trans. 5.10% 8 & 
Monongahela Pwr. 4.40% - 5 4 Penna. Pwr. 4.64% 7 11 Southwestern P. S. 4.60% 1 1 Tenn. Gas Trans. 5.12% 3 4 
Monongahela Pwr. 4.50% 2 2 Penna. Pwr. & Lt. 3.35% 5 4 Tampa Electric 4.16% 3 3 *Tenn. Gas Trans. 5.16% 5 0 
Monongahela Pwr. 4.80% 3 2 Penna. Pwr. & Lt. 4.40% 11 14 Tampa Electric 4.32% 0 1 Tenn. Gas Trans. 5.25% 3 6 
Montana-Dakota Utilities Penna. Pwr. & Lt. 4.50% —.. 17 16 Tampa Electric 5.10% 3 7 Texas East. Trans. 4.75% 1 1 
4.70% ee eaSaan. a 3 Penna. Pwr. & Lt. 4.60% 4 4 Texas Elec. Serv. 4% 1 1 Texas East. Trans. 5% —.-. 5 5 
Narragansett El. 4.50% 5 3 Penna. Pwr. & Lt. 4.64% 0 1 Texas Elec. Serv. 4.56% 5 5 *Texas East. Trans. 5.35% 1 
Narragansett El. 4.64% 2 2 Phila. Elec. $1 4 2 Texas Elec. Serv. 4.64% ..... 2 2 Texas East. Trans. 5.50% 4 3 
New England Pwr. 6% 2 1 Phila. Elec. $3.80 12 9 Texas Elec. Serv. 5.08% —... 1 1 Texas East. Trans. 5.60% 0 2 
N. J. Pwr. & Lt. 4% 0 1 Phila. Elec. $4.30 9 10 Texas Pwr. & Lt. $4 ‘ 1 1 Texas East. Trans. 5.80% 0 2 
N. J. Pwr. & Lt. 4.05% = 6 1 Phila. Elec. $4.40 13 15 Texas Pwr. & Lt. $4.56 _.... 5 6 Texas East. Trans. 5.85% 3 2 
*New Orleans P. Ser. 4.36% 2 2 Phila. Elec. $4.68 13 16 Texas Pwr. & Lt. $4.76 _ 6 4 *Texas Gas Trans. 5.25% 0 2 
New Orleans Pub. Ser. $4.75 1 Phila. Sub. Water 3.65% 1 1 Texas Pwr. & Lt. $4.84 - . & 2 Texas Gas Trans. 5.40% 0 1 
New York El. & Gas 3.75% 3 3 Phila. Sub. Water 4.95% 1 0 Toledo Edison 4.25% 10 10 Trans. Gas Pipe Line $2.55 3 2 
New York El. & Gas 4.40% 1 1 Phila. Sub. Water 5% 2 1 Toledo Edison 4.56% 1 1 Trans. Gas Pipe Line $4.90 3 3 
New York El. & Gas 4.50% 2 2 Potomac Edison 4.70% . 1 1 Union Elec.—Mo. $3.50 6 4 Trans. Gas Pipe Line $5.70 2 3 
Niagara Mohawk Pr. 3.40% 6 7 Potomac Elec. Pwr. $2.44 5 5 Union Elec.—Mo. $3.70 1 0 Trunkline Gas $5 1 ] 
Niagara Mohawk Pr. 3.60% 5 5 Potomac Elec. Pwr. $2.46 _. 6 5 Union Elec.—Mo. $4 - 6 Union Pacific 4% 14 11 
Niagara Mohawk Pr. 3.90% 4 5 *P.S. Elec. & Gas. $1.40 _... 11 9 Union Elec.—Mo. $4.50 _... 15 16 Un. N.J. R.R. & Can. 10% 2 1 
Niagara Mohawk Pr. 4.10% 8 8 P. S. Elec. & Gas 4.08% 6 6 United Illuminating $4. 35% 2 2 Virginian 6% b 12 0 

















| 1 CENTRAL ILLINOIS 
| PUBLIC SERVICE COMPANY 


SPRINGFIELD, ILLINOIS 


DIVIDENDS 


A dividend of Forty-eight cents (48¢) 
per share on the Common Stock has 
been declared, payable June 10, 1960, 
to stockholders of record at the close 
of business May 20, 1960. 


SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


COMMON STOCK 
DIVIDEND 





The Board of Directors of Central 
and South West Corporation at its 
meeting held on April 14, 1960, 
| declared a regular quarterly divi- 

dend of twenty-four cents (24c) per 
share on the Corporation’s Com- 
mon Stock. This dividend is pay- 
able May 31, 1960, to stockholders 
of record April 29, 1960. 


Common Stock Dividend No. 85 


A regular quarterly divi- 
dend of $0 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able June 14, 1960 to 
stockholders of record at the 
close of business on May 31, 


4.25% 
Pre 
pay 
to stockholders of 


Quarterly dividends on the 4%, 
4.92% and 5.16% Cumulative 


ls | ferred Stocks have been declared, 
LeRoy J. SCHEUERMAN able June 30, 1960, 


Secretary 








1960. record at the close of business June 17, 
1960. 
a Pen CENTRAL AND SOUTH WEST | ‘. 
: G. R. Cook, Treasure 
Dated: April 23, 1960. CORPORATION 
Wilmington, Delaware April 27, 1960 
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IN 1959, We learned some amazing tacts about... 


THE BOOMING 
PACIFIC NORTHWEST 


Did you know that the normal summer temperatures in Seattle and 
Portland, largest cities in the Pacific Northwest, have the delightful 
range of 56° to 79°? Or that their winter temperatures are in the 
moderate 35° to 45° range? Or that annual precipitation in these 
booming economic centers is under 40 inches (less than New York 
City or Little Rock) with little snow? 

The facts about the climate of Seattle, Portland, Spokane, Tacoma, 
Olympia and other Pacific Northwest cities were not a surprise to us. 
But we didn’t know that Portland’s winter weather was more mod- 
erate than in Louisville, Kentucky. We didn’t know that Seattle’s 
summers were cooler than in Portland, Maine. 

In fact, when El] Paso Natural Gas Company began to serve this 
dynamic region, we learned a lot of new things about a northwest 
wonderland destined for an increasingly major role in America’s 
economic future. 

Washington and Oregon, and their neighboring states, are on the 
go. Long famed for natural resources, for scenery, for vitality, the 
Pacific Northwest’s growing population and expanding economy are 
a guarantee of future prosperity. 

If you’re looking for a major industrial site — or a better place to 
build a home — visit the Pacific Northwest. You'll be sold, just as we 
were. And you'll want to stay. 


* * * 
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Not the least of the Pacific Northwest’s economic assets is natural 
gas, furnished by El] Paso Natural Gas Company. In 1959, El Paso 
took major steps to assure energy supplies for the Pacific Northwest, 
and to continue to meet the mounting energy demands of California 
and the Southwest, whose growth has paced the nation since World 
War IT. 

The dynamic Pacific Northwest is featured in photographs in El 
Paso’s 1959 Annual Report. El Paso’s broadened service area and 
plans for the future, outlined in this Annual Report, assure 11 West- 
ern states the dependable long-term gas supplies so necessary to 
sound and speedy economic growth. 
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NORMAL TEMPERATURE AND PRECIPITATION, SELECTED CITIES IN PACIFIC NORTHWEST® 


SUMMER TEMPERATURE WINTER TEMPERATURE ANNUAL PRECIPITATION 


SEATTLE: 56°-75° 36°-45° 31.92 inches 
PORTLAND: 58°-79° 35°-44° 39.91 inches 
SPOKANE: 57°-82° 20°-30° 14.92 inches 
TACOMA: 55°-74° 34°-44° 35.20 inches 
OLYMPIA: 49°-76° 31°-43° 45.74 inches 





*Weather Bureau, U.S. Department of Commerce. 

















| “EL PASO. NATURAL GAS||I]|COMPANY 


For Copies of El Paso’s 1959 Annual Report, 








nee eedemcee El Paso Natural Gas Company provides natural gas to industrial customers 
On the Pacific Northwest, Write to and distribution companies in Arizona, California, Colorado, Idaho, Nevada, 
Bt Siang Hatanal Gee Chtaneny, 9h Pass. Panes New Mexico, Oregon, Utah, Washington, West Texas and Wyoming. 
—_ 
ATES May 1960 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 

























































YIELDS oF YIELDS oF PRICES, DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
‘4% T T T T T T T —— 
+ + 3.4% + +220 PRICES AND DIVIDENDS = 
DOLLARS PER SHARE 
r- 200 sf 
+ PRICES 
_— 4 
4 L J 
YIELD 
J %o 
r YIELDS e- 
“a “a a ed , a, 
oo a . 
i ns ral 4 
ie 4 8 aa ‘At e* 
ae 3 YEAR ttm§ ood wy 
10 YEAR - 5.4 sseoee AQ 7 f DIVIDENDS 
$f =—— eee q oom Soa av -~-7" 
-——~ ~S— 
6/15/83-78 ------ Baa 
- 5.6 a - 5:8 4 
L 4 4 
— {957 1958 1959 i960 + 1957 1958 1959 1960 1957 1958 1959 1960 
—— End of Month Range for Period 
1960 1960 1959 1960 1951-59 
* ‘a - 1919-1930 
April March April High-Low High-Low 1006-00 eelined ee 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. —______- _% 4.32 4.14 4.10 5.11-3.98 5.17-1.35 1.68-0.90 1.82-1.07 (a) (a) (a) 
6-Year Taxable Treas. ———---—— ae: 4.38 4.24 4.19 5.07-4.02 5.10-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. ———___-____ 4.37 4.31 4.22 4.91-4.09 4.87-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 214s, 9/15/72-67 —_____—. % 4.23 4.12 4.04  4.68-3.97 4.64-2.21  2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2148, 12/15/72-67 ——-__—_- % 4.17 4.04 3.97 4.59-3.92 4.58-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
Sie, 1988-78 —_$_$__—__ Te 4.24 4.14 3.99 4.44-4.03 4.39-2.59 (b) (b) (b) (b) 
$s, 1996 —____-___--_——_ % 3.82 3.80 3.79 4.10-3.69 4.08-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term ————-_--__ % 4.46 4.45 4.30 4.61-4.44 4.61-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.88-4.42 
Aa Rated Long Term ———-—-—_-— % 4.61 4.56 4.37 4.78-4.55 4.78-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term —_--_— —- 4.81 4.81 4.52 4.95-4.78 4.92-2.87  3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term -__---—__-_— T% 5.23 5.17 4.92 5.37-5.16 5.32-3.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term —._____-— — % 3.34 3.28 3.18 3.53-3.28 3.65-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term ——————_- % 3.56 3.54 3.43 3.76-3.53 8.81-1.37  2.21-1.04 2.11-1.21 8.02-1.78 (d) (da) 
A Rated Long Term ——_________ - % 3.80 3.75 3.73 4.06-3.75 4.03-1.72  2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term ______------ % 4.28 4.22 4.09 4.46-4.22 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
Rennie, 4.69 4.70 4.47 4.82-4.69 4.85-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade ——-——_____- % 5.25 5.21 4.90 5.25-5.21 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
Rien Grade N 4.48 4.47 4.34 4.68-4.47 4.67-3.45 3.92-3.27 (e) (e) (e) (e) 
i ne ae o% 485 4.84 4.71 4.98-4.81 5.16-3.80  4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
en one. 4.90 4.88 4.62 5.06-4.83 5.12-3.77 4.24-8.40 (e) (e) (e) (e) 
ao San a ae % 5.04 5.09 4.86 ~—-5.30-5.04 5.34-4.17  4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) ——-—_- $169.82 174.01 184.82 178.05-169.82 196.07-66.75 64.46-48.20  49.30-22.69 49.10-10.56 78.06-24.81(f) 
125 Industrials—Div. (g) —--—-—_ 6.05 6.03 5.75 6.05-6.03 6.01-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(f) 
125 Industrials—Yields- —.___-_____. = 3.56 3.47 3.11 3.56-3.39 6.79-2.96  7.29-8.20 7.71-8.56 10.18-2.59 6.21-3.19(f) 


(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1986. 


*Revised 


(e)—Low Dividend Preferred Yield Averages in this series date from 

Jan. 2, 1946. 
(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 
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FEDERAL LAND BANK Bonps 


Their Strength and Demerits Examined - Part 2 


CLYDE E. BORMAN 


Vice President, Alton Banking & Trust Co., Alton, Ill. 


Favorable Factors 


Noiwithstanding periods of stress, the 
security behind loans of the Land Banks 
js prime and highly marketable. In ad- 
dition to properly appraised land there 
is the endorsement of the participating 
National Farm Loan Association, Since 
each farmer borrower has stock in his 
association which may possibly be used 
to pay the mortgage of a fellow mem- 
ber, there is a mutuality of interest to 
see that all loans are extended and re- 
paid properly and that each member 
keeps up tax payments. 

As additional security for Land Bank 
bonds, there is the imposing capital 
structure of the banks themselves in five 
individual accounts: 


1. Capital stock, owned entirely by 
the National Farm Loan Associa- 
tions. 

2. Paid-in surplus (to this must be 
added provisions for the recall 
of the $125 million deposited in a 
revolving fund in the United 
States Treasury and available for 
future subscription.) 

3. Legal Reserve. The Federal Farm 
Loan Act requires each Land Bank 
to set aside semi-annually in a 
legal reserve account not less than 
50% of net earnings until the re- 
serve equals outstanding capital; 
thereafter only 10% of net earn- 
ings are required. 

4, Surplus Reserve. This reserve is 

that portion of earned net worth 

over and above the legal reserve 
which the banks believe should be 

a part of their permanent capital 

structure. 

Earned Surplus. This is accumu- 

lated net earnings after reserve 

for losses, legal reserve, surplus 
reserves and dividends. 


or 


The history of governmental assistance 
and the continuing assumption of the 
Willingness on the part of the United 
States to come to the aid of the Land 
Banks has resulted in making their se- 
curities attractive from the safety view- 
point and has reflected in their interest 
tates. The highest coupon borne by 
land Bank bonds was 5% and the bonds 
Were tax-exempt. 

High debt to worth ratios were experi- 
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enced in early years with the ratio as 
high as 15.1 in 1923 but since 1932 it 
has been relatively small. 


FEDERAL LAND BANK BONDS OUTSTAND- 
ING TO NET WortTH RATIO AT FISCAL 


YEAR END 
1917 2.5 1937 3.9 
1918 8.7 1938 3.5 
1919 12.4 1939 3.4 
1920 2a 1940 4.0 
1921 13.2 1941 3.9 
1922 14.4 1942 3.8 
1923 15.1 1943 3.0 
1924 14.4 1944 y Ae 
1925 13.4 1945 iT 
1926 12.8 1946 23 
1927 122 1947 2:7 
1928 122 1948 2.5 
1929 12.0 1949 2.5 
1930 11.9 1950 2.6 
1931 12.5 1951 2.5 
1932 _ 53 1952 27 
1933 5.1 1953 27 
1934 6.2 1954 3.0 
1935 5.4 1955 3.0 
1936 4.7 1956 3:7 


All these factors make investment in 
this “mutualized” government credit ex- 
ceedingly choice. That the Land Banks 
compete with private institutions for 
loans is an established fact. That they 
compete in the securities market with 
the aid and assistance of the federal gov- 
ernment is also true. With the aid and 
assistance of the Treasury, either direct- 
ly or on a standby basis, the Land Banks 
also have unlimited funds to lend. These 
facts more than outweigh any reluctance 
on the part of investors to benefit by a 
“mutualized” agency. The U. S. Govern- 
ment, when it reaches an acute agency 
fiscal problem, does not hesitate to in- 
vest directly in that agency or to bail 
it out through the creation of another. 
Historically, when there has been re- 
luctance on the part of Congress to come 
to direct aid of the several agencies, 
Congress has not been reluctant to aid 
through creation of other agencies either 
for temporary or permanent solutions 
to their problems. Thus the Land Banks 
aid the Farm Loan Associations. In simi- 
lar manner, the Farm Mortgage Cor- 
poration was created to issue government 


insured bonds to aid the Land Banks, 
and Land 
were 


Bank Commissioner Loans 
devised to aid Land Bank bor- 
rowers. The Federal Intermediate Credit 
Banks serve as secondary markets for 
both the Production Credit Associations 
and the Banks for Cooperatives. In some- 
what similar manner, the Federal Na- 
tional Mortgage Association serves as a 
secondary market for mortgage loans 
insured by the Federal Housing Ad- 
ministration and under the Veteran’s 
Administration program. 

The solution seems perennial and sim- 
ple — when trouble strikes a government 
agency, form a new one to bail it out. 
Solution number two is for Uncle Sam 
to invest directly in the agency itself. 


Oppesite Views 


Land values in the United States de- 
clined so rapidly and foreclosures in- 
creased so quickly during 1929-32 that 
Land Bank bonds were quoted at a 
large discount. The 4% bonds issued in 
1927 and payable between 1937 and 
1957 sold as high as $101 in 1928 and 
declined to $86 in 1929 and to $71 in 
1931. This discount made it impossible 
for the Land Banks to borrow funds in 
the market at a realistic rate which 
would have allowed loans to farmers at 
6%. A congressional appropriation of 
$125 million was made to the Land 
Banks in order to help them out of their 
dilemma and in 1933 Land Bank Com- 
missioner loans were authorized to help 
solve the problem. There is a question 
therefore (even though $125 million 
is still available in the Treasury for 
similar usage) of the willingness of any 
one Congress to again come to the 
rescue of a group of lending agencies. 
The Farm Loan Act specifically states: 
“It shall be the duty of the Secretary 
of the Treasury on behalf of the United 
States upon the request of the board of 
directors of any Land Bank made with 
the approval of the Farm Credit Ad- 
ministration, to subscribe from time to 
time for capital stock of such bank in 
the amount or amounts specified in such 
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IBM 


161s> CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.75 per 
share, payable June 10, 
1960. to stockholders of 
record at the close of busi- 
ness on May 10, 1960. 


Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22,N. Y. 
April 26, 1960 


IBM. 


INTERNATIONAL BUSINESS MACHINES CORP. 
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Southern California 
Edison Company 








DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 











CUMULATIVE PREFERRED STOCK: 
4.08% SERIES 
Dividend No. 41 
25/2 cents per share; 
4.24% SERIES 
Dividend No. 18 
26/2 cents per share; 
4.78% SERIES 
Dividend No. 10 
297/, cents per share; 
4.88% SERIES 
Dividend No. 50 
30/2 cents per share. 















The above dividends are pay- 
able May 31, 1960, to stock- 
holders of record May 5. 
Checks will be mailed from 
the Company's office in Los 
May 31. 







Angeles. 








P.C. HALE, Treasurer 





April 21, 1960 
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approval or approvals, upon subscription 
to be subject to call in whole or in 
part by the board of directors of said 
bank upon 30 days notice with the ap- 
proval of the Farm Credit Administra- 
tion.” This refers, of course, to the 
$125 million now held in trust by the 
Treasury. Whether or not this amount 
would be adequate during these expen- 
sive times, or whether or not Congress 
would be willing to authorize further 
subscription, is a matter of conjecture. 


Another point to be considered is the 
fact that qualifying circumstances un- 
der which loans by the Land Banks can 
be made, as in the case of almost all 
other federal agencies, just grew like 
Topsy. The original Farm Loan Act 
stated, “In making said appraisal the 
value of the land for agricultural pur- 
poses shall be the basis of appraisal and 
the earning power of the said land shall 
be a principal factor.” The loan could 
not exceed 50% of the appraised value 
of the land and 20% of the value of 
permanent insured improvements. Un- 
der new interpretation of the law the 
appraisal may, consistent with commun- 
ity values, also reflect home advantages 
and the availability to a typical operator 
of the property of earnings from other 
dependable sources to supplement the 
normal earning power of the farm. The 
stated purposes for Federal Farm Loans 
under the Land Bank now are as fol- 
lows: 


1. To provide for purchase of land 
for agricultural purposes; 

2. To provide for purchase of equip- 
ment, fertilizer and livestock nec- 
essary for proper operation of the 
mortgaged farm or other farm 
land owned by applicants; 

3. To provide buildings and for im- 
provement of farm land; 

4. To provide an indebtedness se- 
cured by a mortgage on a farm 
or other indebtedness of the appli- 
cant; 

5. To provide the owner of the land 
with funds for general agricul- 
tural uses which include living ex- 
penses of the applicant while en- 
gaged in farming; 

6. Medical and funeral expenses; 
education of the applicant’s chil- 
dren; fire and tornado insurance 
premiums; payment of property 
taxes and federal income taxes; 
assistance to parents, spouse or 
children in farming; discharging 
secondary liability as endorsers 
for debts or for other agricultural 
purposes. 


An exceedingly liberal viewpoint as 
to bonafide living expenses could be 
rationalized or defended for the purpose 
of obtaining a loan. Education of chil- 
dren is often a debatable expense. Dis- 


charging secondary liabilities as «n ep. 
dorser for debts is not peculiar y re. 
lated to farm management nor are some 
of the others. These reasons for land 
bank loans, however, indicate jus: how 
far from the original purpose of F «-dera| 
Farm Bank lending the system has deyj. 


ated. 


In the matter of evaluating this devia. 
tion, some note should also be taken of 
the fact that $1,750 million has beep 
invested by the Land Banks in notes 
receivable from the Bank for Coopera. 
tives as of June 30, 1957. In order to 
determine whether such investment js 
part of the purpose for which the Land 
Banks are in existence and to evaluate 
such investment, a thorough study of 
operations of the Banks for Cooperatives 
would have to be made. 


The Federal Land Banks during early 
years were liberal with funds earned 
from investment in them by the Govern. 
ment. They did not hesitate to pay divi- 
dends to stockholders even though the 
United States was their principal in- 
vestor. From 1917-1931 the Land Banks 
paid $28,666,199 in dividends to the 
Farm Loan Association and in tum 
most of this was passed on to borrower 
members. From 1931 to 1943 no divi- 
dends were paid; however, from 194 
through 1949 the Land Banks paid 
$38,760,847 in dividends to the Farm 
Loan Associations who in turn paid 
$14,.690.600 to their borrower members 
and used approximately all the remain- 
der to build up reserve, surplus and 
working capital. The advantages of be- 
ing able to do this was obvious. The 
Land Banks and the Farm Loan Associa- 
tions were able to attract borrower/in- 
vestors through funds provided by Gov: 
ernment capital, even though the Land 
Banks and Farm Loan Associations were 
repaying invested capital slowly and 
were not paying the government interest 
on its money or taxes on earnings. With 
such an unlimited supply of funds, the 
popularity of the Land Banks and ihe 
Farm Loan Associations was assured. A 
change in tax status would eliminate a 
portion of such benefits in the future. 


Federal or Private Lending? 


It is unrealistic to compare operations 
of a federal agency with an individual 
enterprise. Admittedly these agencies are 
social movements as well as financial 
ones and there is a hue and cry from 
representatives of government when al 
effort is made to compare their oper 
tions with those of a private corporé 
tion. However, the fact that securities 
of the Land Banks compete in the secur 
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ity market with private corporations 
and are not federally guaranteed necessi- 
tates such comparison. The brochure, 
“Federal Lending: Its Growth and Im- 
pact,” published by the National Bureau 
of Economic Research Inc. states: “Sur- 
veying the major areas of Federal 
Credit programs — agriculture, busi- 
ness, and housing — it is found that 
most programs have been self-support- 
ing, at least from the long range point 
of view. An element of subsidy has been 
present only in those programs which 
served a particular class of borrower 
such as low income farmers, veterans 
or small business firms. On the other 
hand, it is clear that no program, ex- 
cept possibly that of the Export-Import 
Bank, has realized profits at a level 
which would be considered satisfactory 
by the conventional standards of the 
private financial system.” It must again 
be pointed out that the systems which do 
not establish satisfactory records by 


conventional standards compete in the. 


same conventional security market with 
private enterprises which do. Agency is- 
sues are not government guaranteed; is 
there any reason other than “intuition” 
why their securities are so well ac- 
cepted ? 

The agency system created by the 


Land Banks and other agencies has re- 
turned many times to haunt Uncle Sam. 
There is no question that allowing the 
Land Banks to use Treasury funds to 
build up self-ownership has created a 
situation which has returned to plague 
the Treasury Department. A portfolio 
manager who might otherwise invest in 
Treasury issues arbitrarily sets aside 
certain funds which he believes can be 
invested in agency issues rather than in 
Treasury securities for slightly higher 
yields. As a result, the agency which the 
government created has first call on the 
funds which would otherwise be_ in- 
vested in Government securities. An ex- 
ample was the Federal Mortgage As- 
sociation financing of 1957 when short 
term government securities were sold by 
investors to buy FNMA’s 474% obliga- 
tions. 

In addition to problems of securities 
and finance of the Land Banks, other fac- 
tors tend to be overlooked by the analyst. 
The accounts and statefnents of the Land 
Banks do not include the full cost of 
operations. Under existing law the gov- 
ernment furnishes certain services and 
benefits without cost such as the cost of 
retirement, disability, and compensa- 
tion benefits to the credit of their em- 
ployees. These costs have been estimated 
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by the Comptroller General to 
amounted to $366,723 for 
year 1956-1957. 

Issuance of capital stock to borrowers 
of a federal agency is not a source of 
available funds for lending unless that 
particular borrower invests cash in the 
agency. In the case of the Land Banks, 
payment for capital stock issued is made 
by withholding from the loan proceeds. 
If this provision were not included in 
the transaction, the loan could be re- 
duced by 5%. This 5% requirement, 
then, is more on the order of a finance 
company’s holdback or mutual reserve 
than an evidence of ownership. When a 
loan is repaid the procedure of the 
various agencies differ. In the case of 
the Banks for Cooperatives, the bor- 
rower may retire his capital stock at his 
option or at the option of the bank. In 
the case of the Production Credit As- 
sociations, the associations do not re- 
quire retirement of capital stock at all 
but the stock may be ‘retained by the 
borrower for future borrowings, trans- 
ferred to another eligible borrower. or 
converted to non-voting stock at not to 
exceed par value. This gives equity 
ownership over a wide number of pres- 
ent and past borrowers and is in effect 
true farmer/borrower ownership. In the 


have 
the fiscal 


THE CHECK THAT'S BEEN MAILED 
EVERY YEAR FOR 108 YEARS 


There’s something solid about 
Cincinnati... and the great in- 
dustrial area of which it’s the 
center. Here we have a steady 
growth of widely diversified in- 
dustry. Here, you find one of 
the nation’s most skilled labor 
forces . . . with pride in its ex- 
ceptionally high productivity 
rate. And it’s hard to imagine 
a more ideal location as a dis- 
tribution center. All this has 
given the area’s economy an en- 
viable stability. It’s not surpris- 
ing that in such a community 
the Gas & Electric Company 
would reflect that same stability 


—with an unbroken record of 
stock dividends paid, every year, 
for 108 straight years. 





The Ohio River, which will carry 3 
times as much commercial tonnage as 
the Panama Canal by 1963, is a great 
asset to the Cincinnati area. It will be- 
come even more important as the high 
lift dam program, now in progress, 
is completed. 


THE CINCINNATI GAS & ELECTRIC COMPANY 
108 years of unbroken dividend history 
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PHELPS DODGE 
CORPORATION 


» 


The Board of Directors has 
declared a second-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock of 
this Corporation, payable June 
10, 1960 to stockholders of rec- 
ord May 23, 1960. 


M. W. URQUHART, 
Treasurer. 


May 4, 1960. 


























I". 
see FLINTKOTE-----~- 


Vw 


Manufacturer of the Broadest Line 
of Building Products in America 


THE FLINTKOTE COMPANY 


New York 20, N. Y. 


quarterly dividends 
have been declared as follows: 
Common Stock’ 
45 cents per share 
$4 Cumulative Preferred Steck 
$1 per share 
$4.50 Series A Convertible Second 
Preferred Stock 
$1.121% per share 
These dividends are payable June 


15, 1960 to stockholders of record 
at the close of business May 20, 1960. 


JAMES E. McCAULEY 
Treasurer 
May 4, 1960. 
* ] 7th consecutive 
</ dividend 


ee ee ee eee een eee enny 








Pullman 
I ncorporated 


—396th Dividend — 
94th Consecutive Year of 
Quarterly Cash Dividends 


A quarterly dividend of one 
dollar ($1.00) per share will 
be paid on June 14, 1960, 
to stockholders of record 
May 25, 1960. 

CHAMP CARRY 


President 


Division and Subsidiaries: 
Pullman-Standard division 
The M. W. Kellogg Company 
Trailmobile Inc. 
Trailmobile Finance Company 
Swindell-Dressler Corporation 
Transport Leasing Company 
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case of the Land Banks however, the 
reverse is true. A borrower from a Land 
Bank through a Farm Loan Association 
must retire his capital stock when his 
loan is paid. To the extent that he cre- 
ates an equity in the capital stock while 
he is paying his loan, the Land Banks 
are borrower owned. To the extent that 
he must retire his stock at par when 
the loan is paid, the Land Banks are 
self-owned. 

All capital stock and surplus invested 
in the Federal Land Banks by the Gov- 
ernment during years past was repaid 
by the banks. However, it was repaid 
without dividends, interest or compensa- 
tion to the United States, The Land 
Banks are still the one agency of the 
Farm Credit Administration which is- 
sues securities, sold under the “‘intui- 
tive” guarantee we have already dis- 
cussed, and yet pay nothing to the 
Treasury in taxes or dividends. 

Although the Land Banks have out- 
standing over $1.5 billion in bonds, vol- 
ume of trading is small and, despite de- 
sire to achieve nation-wide distribution, 
they are still not known to a sizable 
number of investors. Therefore, they 
suffer from wider price and _ yield 
spreads than government securities. 
They also must be classified as risk as- 
sets or “other securities” in commercial 
bank statements. 

To these factors must again be added 
another intangible, whether or not Con- 
gress at the particular time it is ap- 
proached to do so, will see fit to continue 
its support of any single federal credit 
agency. This support benefits the Land 
Banks by favorable tax status, direct 
payment of employee benefits and by 
“intuitive” guarantee of their securities. 
To rely wholeheartedly on Congress’ 
willingness to continue these benefits is 
reliance on the whims of groups of 
congressmen and their ability to sway 
their fellow legislators. 


Good or Bad Policy? 


During the past quarter-century the 


credit of the Government has be: 


em- 
ployed in an ever-growing ext: it to 
make direct loans and to guaran 2e 0; 
insure loans of non-governmental enter. 
prises. The Federal budget est nated 
that by June 1960, existing lendir : pro. 
grams will reach a total outstanc ng of 
$105 billion. These programs re; resent 
about one-sixth of outstanding -rivate 
debt in this country and cover a <ricyl. 
ture, general business, housing, inter. 
national trade and investment, loc | gov- 
ernment organizations, and ever con. 


sumer lending. 

It is apparent that the purposes for 
which federal agencies were originally 
created have been expanded. Probably 
more and more agencies will infiltrate 
the field of private business. Conceiy. 
ably maufacturing and distributing 
agencies could be created with the help 
of an agency such as RFC or the Small 
Business Administration. Transportation 
has in the past been taken over by 
agencies. Medical care could be ad. 
ministered through an agency of the 
Government; research, exploration, and 
extra-active industries could follow. 

Does the effect of government spon- 
sorship of “mutualized credit” through 
federal lending agencies compete ex. 
pensively with private lenders and tax. 
payers? The answer must be “yes.” 
From 1933 to 1944, the government's 
subsidy to the Land Banks on interest 
rate alone totalled $227 million. Cost 
must be computed not only on direct 
investment already made interest free 
but also in cost of agency operations 
paid by the Government, Direct aid and 
assistance has been liberal through the 
years. The expense of setting up sec- 
ondary agencies to bail out ihe first 
ones or to serve as secondard markets 
for loans of the first ones is additional 
unrecovered cost. 

Government lending 
favoring one economic activity or social 
group over another, could restrict the 
mobility of our nation’s resources. They 
could create hidden subsidies and per- 


programs, by 











The Board of Directors of Cities Service Company 


20, 1960, declared a quarterly 
share on its Common Stock, 


Cities Service 
CONPAN YV 


Dividend Notice 


on April 
dividend of sixty cents ($.60) per 
payable June 6, 1960, to stock- 


holders of record at the close of business May 20, 1960. 


FRANKLIN K. FOSTER, Secretary 
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TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 





QUARTERLY DIVIDEND 


A quarterly dividend of 55c 
per share has been declared 
on the Common Stock of the 
Company, payable June 6, 





The regular quarterly dividend of 35c per 


DIVIDEND share has been declared on the Common ay to hang secre whol rec- 
© t t > 
Stock, payable June 14, 1960, to stock- a ie 
NO. 51 May 13, 1960. 
: holders of record on May 6, 1960. WILLIAM R. LYBROOK, 
Secretary 
J. E. IVINS, Secretary Winston-Salem, N. C. 


April 15, 1960 
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Neighbors 

















years 
1870-1960 


The past ninety years have brought great prog- 
ress for Ohio and over this period a friendly 
relationship has been established between the 
people of Ohio and the people of Sohio which 
has been profitable to all. 


Through emphasis on friendly efficient serv- 
ice and high quality products, Sohio has 
maintained a strong position in this excellent 
growing marketing area. One out of every 
three Ohio motorists regularly looks to the 
Company for his gasoline and oil requirements. 


As the Ohio market has grown, so also has 
Sohio grown. The original $1 million of capi- 
talization in 1870 has become more than $336 
million today, while the number of stock- 
holders has grown from the original ten to 
39,570 at the close of 1959. 


The Company’s business now encompasses 
exploration half way around the world, the 
drilling of oil wells and building of pipe lines, 
and the manufacturing and marketing of thou- 
sands of petroleum and petrochemical prod- 
ucts for the daily use of its many customers. 








for a copy of Sohio’s 1959 Annual Report, write to the Secretary, Room 1416: 








HIGHLIGHTS 


1959 


Net sales and operating 
ROMBNUO. as cs ea S $368,087,538 


PRINS is. is aos ele Ss $ 25,060,769 
Earnings per share 

of common stock .... $5.02 
Dividends per share 

of common stock ... $2.50 


Capital expenditures . . .$ 40,434,599 


Net production of crude 
oil and other liquid 


hydrocarbons — barrels . 14,213,465 
Petroleum products 

sold—barrels...... 47,549,929 
Crude oil processed at 

refineries—barrels ... 50,729,890 








1958 


$358,000,924 


$ 24,044,463 


$4.82 


$2.50 


$ 40,311,716 


12,887,050 


44,582,547 


46,763,435 


See] 


THE STANDARD OIL COMPANY 


(AN OHIO CORPORATION) 


Midiand Building 


Cleveland 15, Ohio 
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RECORD PENNSYLVANIA CONFERENCE 
CONSIDERS PRUDENT MAN RULE 


RECORD NUMBER OF TRUSTMEN, 294. 


in all, attended the 33rd Annual 
Trust Conference of the Pennsylvania 
Bankers Association at Harrisburg on 
April first. 

At the Pre-Conference dinner March 
3] — an innovation this year — A. M. 
McNickle, vice president of Pittsburgh 
\ational Bank. told the audience that 
estates of $60,000 and over in this coun- 
try have increased 300% in both num- 
her and dollar value since 1944. Con- 
currently, the shrinkage caused by the 
Federal estate tax has increased also. 
Tax shrinkage in the smaller estates, the 
geaker observed, might work great 
hardship on the family. particularly be- 
cause inflation has already cut the buy- 
ing power of estate funds by more than 
0%. 

In effect, there are two tax laws — 
one for the informed and one for the 
uninformed — Mr. McNickle said, since 
the man who is informed will have less 
tax shrinkage in his estate. Banks and 
trust companies, therefore, as well as 
attorneys, have a duty to sell their cus- 
tomers on the idea of proper tax plan- 
ning. 





The trust business has made a poor 
record in the field of publicity, John W. 
Woerner. chairman of the PBA Trust 
Division and vice president of Girard 
Trust Corn Exchange Bank, Philadel- 
phia, told the bankers at the morning 
session. As evidence he pointed out that 
“perhaps less than 30% of the estates 
probated in this state are administered 
by banks and this percentage of the total 
potential has not been increasing.” The 
reason for this. in Mr. Woerner’s opin- 
ion, is a failure to “get our story across 
to the great masses of the public .. . 
Many people. especially those of moder- 
ale means, stand in awe of the corporate 
fiduciary. They think this service is 
wailable only to the wealthy.” 

It is not enough for individual banks 
t0 advertise, the speaker asserted. The 
ime has come to act as an industry. He 
commented on the wide publicity ac- 
corded mutual funds and stated that 
“The answer may well lie in the estab- 
ishment of a public relations center for 
the Trust Division.” 


Prudent Man Panel 


. In the panel discussion of “The Case 
lor the Prudent Man Rule.” William F. 


Hoke, assistant vice president and trust 
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officer, Fulton National Bank, Lancaster, 
described two actual trust accounts to 
illustrate the difficulties of the present 
law. One trust was established in 1945 
with an initial value of $44,000 and no 
investment restrictions. Its market value 
today is $88,000. The other trust, lim- 
ited to legals, was established in 1935 
in the amount of $105,000 and its pres- 
ent market value is $110,000. If a busi- 
ness interest represented the bulk of an 
estate and should be liquidated after the 
owners death, the trustee could be 
locked in with statutory legal invest- 
ments. 

As a further illustration of the need 
for greater investment freedom, Mr. 
Hoke referred to a diversified legal com- 
mon trust fund in which the common 
stocks had registered an appreciation of 
$496.000 while in the same period the 
fixed income commitments “which are 
supposedly the safer portion of the 
fund” showed a loss of $154,000. 

With the resources open to trust de- 
partments today, a small department 
which cannot afford to hire an invest- 
ment specialist is at a disadvantage only 
if it fails to make use of currently avail- 
able counseling service. The world of 
investments is ever changing, the speak- 
er said, and the history of attempts to 
define by legislation what constitute safe. 
proper investments for trustees is stud- 
ded with failures. 

The first fundamental rule of a fidu- 
ciary — preservation of principal — 
evolved from the beginnings of trustee- 
ship in England which dealt primarily 
with the management of real property. 
Elisha P. Dodge, vice president, North- 
eastern Pennsylvania National Bank & 
Trust Co., Scranton, pointed out. At- 





“The Prudent Man 
Rule” at Pennsylvania Trust Conference: 
(left to right, seated) Moderator Philip K. 
Herr, senior vice president, Pittsburgh Na- 
tional Bank; and Donald Ross, vice presi- 
dent and trust officer, Proctor (Vt.) Trust 
Co.; (standing) Elisha P. Dodge, vice presi- 
dent, Northeastern Pennsylvania National 
Bank & Trust Co., Scranton: Merle B. 
Mitcham, vice president and trust officer, 
First Seneca Bank & Trust Co., Oil City; 
and William F. Hoke. assistant vice presi- 
dent and trust officer, Fulton National Bank 
of Lancaster 


Panel which discussed 





tempts made 
to prescribe 
ment 


by the courts over the years 

what are prudent invest- 
and procedures. right or 
wrong, have been invariably subject to 
rapid obsolescence. 

Mr. Dodge then traced the history of 
Pennsylvania investment laws from 1824 
to the present after which he summar- 
ized the placing of the burden of proof 


media 


of wrong doing in surcharge cases as 
“The Pennsylvania modified 
prudent man rule places the burden on 
the exceptant to prove either that the 
investment in question was not one of 
the category permitted by the statute, or 
that even though on the legal list. was 


follows. 


not prudent under the circumstances. 
The true prudent man rule places the 
burden on the accountant to establish 
the propriety of his investment once the 
issue has been placed before the court 
by an exception.” 


a LIFESAVER for Community Bank Trust Officers 
Who Need Assistance ‘“FROM THE TRUST VIEWPOINT" 


Yes. 


. . Studley, Shupert Trust Investment 


Council services go far beyond mere statistical 
data and generalized analyses of 
economic conditions. Instead, the Council 





augments its Members’ trust department 
personnel with a staff of experienced, 
competent, trust-minded specialists .. . 
and these assist Members in attaining the 


specific trust objectives of individual accounts. 
We invite you to investigate the advantages 
of Council Membership. Write Dept. TE-2. 


STUDLEY. SHUPERT TRUST INVESTMENT COUNCIL 


1617 Pennsylvania Boulevard, Phila. 3, Pa. 


24 Federal Street, Boston 10, Mass. 
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The speaker noted, however, that un- 
der the Pennsylvania statutory rule the 
burden upon the exceptant of proving 
imprudence may be slight, and a fidu- 
ciary may be forced to defend the pru- 
dence of his investment while at the 
same time being narrowly restricted in 
his choice of securities. A Massachusetts 
trustee, on the other hand, although he 
must defend his investments initially in 
court, is given a choice of security “lim- 
ited only by prudence and due care.” 

Mr. Dodge noted by way of illustrat- 
ing difficulties under the Pennsylvania 
law that one legal common trust fund 
had found it necessary to cut back its 
common stock holdings, because of ap- 
preciation, in 24 of the past 32 quarters. 
This continuous reduction of common 
stock holdings “caused a great injustice 
to the original unit holders,” he stated. 

In Vermont the prudent man rule has 
been a good and sufficient guide for 
fiduciaries for nearly a hundred years, 
Donald Ross, vice president and trust 
officer, Proctor Trust Co., stated to the 
trustmen. Only six cases dealing with 
fiduciaries’ investment responsibilities 
have been taken to the state’s highest 
court. Vermont beneficiaries, lawyers, 
legislators. settlors and trustees feel 
there has been no general abuse of dis- 
cretionary powers and there is no desire 
to have trustees restricted by a “legal 
list.” This shows, he said, that the pru- 
dent man rule is adaptable for rural 
areas as well as metropolitan, and that 
the smaller corporate trustee and the in- 
dividual trustees do have the ability to 
operate properly under this rule. 

Mr. Ross observed that it is not well 
understood by the public that the trus- 








“Personalities in Estate 
Planning,” subject of a 
panel session at the Penn- 
sylvania Trust Confer- 
ence, handled by (left to 
right) Herbert T. Greene, 
CLU, director of train- 
ing, Life Insurance Co. 
of North America, Phila- 
delphia; Raymond 
Graichen, CPA, partner, 
Lybrand, Ross Brothers 
& Montgomery, Philadel- 
phia; Moderator Norman 
E. Walz, assistant vice 





president, Provident Tradesmens Bank & Trust Co., Philadelphia; and attorney M:rion 
D. Patterson, Jr., Hollidaysburg. 





tee must be guided by the principle of 
the prudent man rule even when invest- 
ing under a legal list. The basic differ- 
ence is that under the prudent man rule 
the trustee has all available investments 
from which to make his selections. The 
standards created are both elastic and 
objective. 

The investment of funds is an art re- 
quiring the exercise of experienced 
judgment and intelligence, and does not 
lend itself to rigid rules, Philip K. Herr, 
senior vice president, Pittsburgh Na- 
tional Bank, who was also moderator of 
the panel, stated in his remarks. Adher- 
ence to rules can even give an unin- 
formed trustee a false sense of confi- 
dence. 

About 30 states now have the full 
prudent man rule, Mr. Herr said, and 
many of these have shorter experience 
of trusteeship than do the courts and 
trustees of Pennsylvania. The full Rule 
helps to move trustees in the direction 
of a professional standing. The absence 
of it prevents them from applying their 
own highest standards for beneficiaries. 
By far the greater number of dissatis- 
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fied beneficiaries are to be found where 
the will restricts trustees to legals, 
Criticisms have arisen from matters im- 
plicit in the will or trust instrument 
rather than from the judgment of the 
trustee. Corporate trustees should be 
deeply concerned that their skills and 
energies are limited by law to those 
skills and standards of the lowest com- 
mon denominator of trusteeship. 


Miscellany 

At the afternoon session “Tax Prob.- 
lems on Apportionable Items” were dis- 
cussed by George W. Hornsby, vice 
president, Girard Trust Corn Exchange 
Bank, Philadelphia, who also treated 
capital gains tax problems. He was fol- 
lowed by T. W. Elliott Farr, also vice 
president at Girard Trust, who spoke on 
investment problems. 

After the 1960 PBA Trust Training 
School was described by director Wil- 
liam Gauer, vice president, Fidelity- 
Philadelphia Trust Co., the Conference 
came to its final subject — a panel dis- 
cussion on “Personalities in Estate Plan- 
ning” moderated by Norman E. Walz, 
assistant vice president, Provident 
Tradesmens Bank & Trust Co., Philadel- 
phia. The part played by life underwrit- 
ers in bringing clients to the trust com- 
pany was presented by Herbert T. 
Greene, C.L.U., Insurance Co. of North 
America, Philadelphia. The attorney’s 
position was described by Marion D. 
Patterson, Jr. of Hollidaysburg, and the 
accountant’s point of view was represent- 
ed by Raymond E. Graichen, C.P.A., of 
Philadelphia. For the corporate execu- 
tive the estate tax problem can be acute, 
the latter noted. With group life insur- 
ance, stock options, deferred compensa- 
tion, and other plans, “a man is fre- 
quently wealthier the moment he dies 
than he has been during his lifetime.” 
It is no longer sensible, then, to 
diligently in the reduction of a person’s 
income taxes without carrying through 
to the effect of the estate tax. Incore tax 
saving may be of no avail if it must be 
paid later in the form of estate | 
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INVESTMENT COMPANY NOTES 


HENRY ANSBACHER LONG 





Funds Heavy Sellers of 
Steels in First Quarter 


Investment companies were big sell- 
ers of steel shares during the first three 
months of the year, according to the 
quarterly survey of fund portfolio oper- 
ations published by this writer in Bar- 
ron’s. However, on an over-all basis, 
while several common stock mutuals 
characterized by a flexible policy cut 
back noticeably on their holdings of 
stocks, especially those of a cyclical na- 
ture, other funds specializing in longer 
term growth situations added to their 
equity commitments and bulls generally 
had the upper hand over the entire list. 
The same mixed pattern of aggressive 
buying and selling of stocks was even 
apparent in a large sector of the bal- 
anced fund group. The closed-end com- 
panies, on the other hand, were definite- 
ly selling on balance and building up 
their liquid reserves. 

In addition to the steels, rails were 
sold after experiencing a divided opin- 
ion in the previous quarter and the air- 
lines continued unpopular. Buyers offset 
sellers in Ford and General Motors, but 
with share volume heavy on the selling 
side; Chrysler was definitely out of 
favor. Transactions were fairly evenly 
divided in the oils as well as in the non- 
ferrous metals. The favorite group was 
again easily the electric utilities, fol- 
lowed by the chemicals. Bullish senti- 
ment continued to sway the electronics 
and electrical equipment shares, al- 
though profit taking was visibly increas- 
ing. Food products was a new group to 
forge to the head of the list with Swift 
in the forefront. Other industries fav- 
ored included building construction and 
machinery and industrial equipment 
companies, retail store and natural gas 
concerns. 

Issues purchased by six or more man- 
agements were: (10) General Public 
Utilities (partly with rights) ; (9) Swift 
and Co.; (8) Aluminium, Ltd., Ameri- 
can Teiephone, Deere, duPont; (7) Gen- 
eral ‘lectric, Gillette, I.B.M., Royal 
Dutch Petroleum, Union Carbide; (6) 
Ampe» Corp., Continental Oil, Interna- 


May +960 


tional Nickel, Owens-Illinois Glass, Phil- 
ips Lamps, Pittsburgh Plate Glass, Rey- 
nolds Metals, St. Regis Paper and Stand- 
ard Oil (Indiana). Companies unpopu- 
lar during the period were: (10) Re- 
public Steel; (9) Chrysler, U. S. Steel; 
(8) Goodyear; (7) Pfizer, Youngstown 
Sheet and Tube; (6) General Telephone 
and Electronics, Jones and Laughlin, 
Radio Corp., Sinclair and Standard Oil 
(New Jersey). 


Unique Rich Man’s Fund Headed 


by Former Trustmen 


At the end of 1958, the Nelson Fund 
was first offered to the public and 
promptly dubbed “the rich man’s fund.” 
Now the public is being introduced to a 
second “rich man’s fund,” Centennial 
Fund, Inc., which is certainly unique in 
its own right. The new mutual is intend- 
ed primarily for investors whose port- 
folios are fairly sizeable and of good 
quality, but not satisfactorily diversified, 
and who are deterred from securing de- 
sirable diversification because of the 
high gains tax payable on their appreci- 
ated holdings. 

Under arrangements worked out by 
the new fund’s sponsors, and approved 





under a ruling of the Internal Revenue 
Service, investors can make a tax-free 
exchange of their own securities for 
shares in the fund. The fund’s initial in- 
vestments will thus consist of the securi- 
ties deposited by its investors as enum- 
erated in a list of desirable issues cir- 
culated among a group of soliciting deal- 
ers. Basic investment policy is to “ac- 
quire securities of business organizations 
which appear likely to grow in earning 
power over the years.” The fund may 
later at times take a substantial position 
in senior securities when the economic 
climate dictates “the value of reducing 
current equity exposure.” 

To date $10 million in assets have 
been accumulated, but the fund’s spon- 
sors plan to extend the time for inviting 
deposits another sixty days, anticipating 
that $25 million in securities will have 
been reecived by that time. The shares 
of the Fund presently may be obtained 
only through the medium of Escrow 
Agreements of Centennial Management 
and Research Corp. which will subse- 
quently manage the portfolio at the con- 
ventional 14% of asset value per annum 
fee. Minimum deposit acceptance is $25,- 
000, but these have ranged up to $1 mil- 
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FIDUCIARY MUTUAL 
INVESTING COMPANY, INC. 


A mutual fund specializing in a carefully selected 
diversified investment portfolio. 


Prospectus available from 


MERCER MANAGEMENT CORPORATION 


115 Broadway, New York 6, N.Y. 
Telephone: WOrth 4-2042 
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lion. The investor or depositor places 
his securities in escrow during the time 
assets are being accumulated, maintain- 
ing full rights to dividends, voting privi- 
leges, etc. When the management has 
decided that the plan of exchange will 
be finally carried out, a report listing 
the securities held and the estimated tax 
cost is to be mailed to depositors. Any 
depositor can withdraw his assets dur- 
ing 30 days following the announcement. 
During a period twice this length the 
management can request a depositor to 
withdraw all or part of assets in the in- 
terest of maintaining a portfolio con- 


sonant with planned investment objec- 
tives. Under the Internal Revenue ruling 
all exchanges must be effected at the one 
time. Exchanged shares of the fund will 
have the same tax basis in the hands of 
the investor as the assets which he has 
surrendered and the latter will carry this 
same cost on the books of the Fund. 
The fund’s directorate is studded with 
names formerly or presently identified 
with both the banking and investment 
company field. President is William 
Berger, formerly vice president and 
member of the Investment and Trust In- 
vestment Committees of the Colorado 
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COMMONWEALTH INVESTMENT CO. 
investing for reasonable in- 
come and possible growth of 
principal. A balanced fund 
established 1932. 


Prospectus on any of these Funds upon request 
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Traded Over-the-Counter through Investment Dealers 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange 


Branch Offices and Correspondents in 100 Cities 
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COMMONWEALTH STOCK FUND 
investing in common stocks 
selected for their possibilities 
of long-term growth of prin- 
cipal and income. 


New York e 
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Meu York Capital Gund 
of Canada, Lid. 


A non-dividend paying diversified open-end investment 
company, redeemable at net asset value, seeking long- 
term appreciation through investments outside the 
United States, with not less than 50% of its total assets 
in Canadian companies and up to 50% in securities of 
companies outside of Canada and the United States. 
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GROUP OF MUTUAL FUNDS 


San Francisco, home of Commonwealth, as seen through Golden Gate Bridge, trade mark of the Commonwealth Group. 


COMMONWEALTH INCOME FUND 
investing for securities se- 
lected for current income. 


NORTH AMERICAN SECURITIES COMPANY 


675 Russ Building, San Francisco 4 
Chicago e Los Angeles __J 


National Bank of Denver; the treasurer 
is Ranald H. Macdonald III, formerly 
trust officer of the same institution. A ‘so 
on the board is the senior Macdonald. 
until recently president of the Dominick 
Fund; John K. Langum, economic con- 
sultant and director of Selected Ameri- 
can Shares: A. Hamilton Bolton of 
Montreal. current president of the \a- 
tional Federation of Financial Analysts 
and_ identified with Canadian 
funds: and Adrian M. Massie, chairman 
of the Trust Committee of the Chemical 


Bank New York Trust Co. 


several 


deVegh Mutual 
Reopens Subscriptions 


It was with a bit of fanfare in July 
1956 that deVegh Mutual closed its capi- 
talization to any additional subscrip- 
tions except for reinvestment of income 
dividends and gains distributions and 
announced that it would be thereafter 
available only in the over the counter 
market. (T&E, Aug. 56, p. 273) At that 
time assets approximated $13 million, 
currently they are just under $19 mil- 
lion due to appreciation and reinvest- 
ment of distributions. DeVegh’s record 
over the period since organization in 
1950 has been a good one and since 
closing subscriptions. its shares had con- 
sistently sold at a premium in the coun- 
ter market. According to its March re- 
port. “During the stock market decline 
that took place in January and February, 
1960, this premium disappeared from 
the bid side. and stockholders wishing 
to sell stock during the decline had to 
“resent certificates for redemption to the 
Fund.” Nevertheless redemptions were 
insignificant by any standards, amount- 
ing to only 2,100 shares valued at $144.- 
000 out of a total of 286,150 shares. 


But the fact that the stock is selling 
now around net worth makes possible 
the opening of the books to new sub- 
scriptions at asset value without work- 
ing a disadvantage to existing share- 
holders who formerly could have dis- 
posed of their shares at a premium. As 
previously. stock will be availab!e with- 
out the imposition of an acquisition 
charge. Redemption will continue at 1% 
less than asset value, this latter amount 
going directly into the fund. The fund 
has supported a unique fee schedule. 
providing in addition to a base fee of 
14° of net asset value each quarter. ad- 
ditional compensation at the rate of | 2% 
per annum as long as investment per- 
formance of the fund, since inception, 
with gains distributions reinvested. ex- 
ceeds by 2 percentage points per annum, 
cumulatively. the record of the D-j In- 
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dustrial Average. A large accumulated 
excess is being waived and the base 
prive for again commencing calculation 
of the additional fee will be that of 
April 1, 1960. 


Channing Insurance Acquisition 
Accents Trend to Dual Selling 


Following closely upon the successful 
conclusion of its proxy fight to obtain 
control of the directorate of the $58 mil- 
lion Managed Funds, Channing Corpora- 
tion has acquired a majority stock inter- 
est in the Wolverine-Federal Insurance 
Companies of Battle Creek, Mich., 
familiarly known as the Tower Insur- 
ance Group. Purchased purportedly in a 
straight cash transaction, the companies 
are well-established and cover a broad 
area of the insurance field. 


Federal Life and Casualty sells both 
life and accident and health policies and 
currently has one half billion dollars of 
life insurance in force. Wolverine offers 
casualty and fire protection and through 
two other controlled companies has ad- 
ditional interest in automobile insurance 
underwriting. The four companies wrote 
over $39 mililon in premiums last year 
through the 3,000 agents who represent 
them. With its own staff of over 2,000 
registered representatives. King Merritt 
& Co., Inc., retail distributor for Chan- 
ning. visualizes a combined sales force 
second in size to none offering the com- 
bined advantages of both insurance and 
mutuals to the American public. Merritt 
emphasizes that these facilities will pro- 
vide “a balance between life insurance 
protection, fixed dollar saving, and 
ownership of equities through the media 
of mutual funds.” Michigan is apparent- 
ly not presently friendly to the variable 
annuity and no thought is being given 
to such contracts according to Merritt. 
He does not see this as an apparent gap 
in his services to the public as did John 
M. Fitzsimmons. president of Investors 
Diversified Series, when his group 
launched its own insurance company al- 
most three vears ago (T&E, Aug. 57, p. 
774). 

Evidence that the adamant position 
taken against dual selling in certain 
quarters is breaking down is neatly pre- 
sented by examination of the joint state- 
ment of principles issued by the NAIC 
and the National Association of Life 
Underwriters in order to guide salesmen 
of mutuals and life insurance to “carry 
out their proper responsibilties.” This 
Was released just the day before the 
Channing announcement and “clarifies” 
the statement originally adopted in Sep- 


tember 1954 (T&E, Oct. 54. p. 848). 
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The newer version skirts any direct ref- 
erence to dual selling. The original 
wording of the pertinent section reads: 
“Life Underwriters and salesmen of in- 
vestment company shares recognize that 
each is a specialist in his own field, and 
should not attempt to advise his clients 
in the other field.” Here is the current 
“clarified” phrasing: “Life underwriters 
and those offering investment company 
shares should recognize that each finan- 
cial institution is a complex medium de- 
signed to meet varying financial needs 
of individuals and that to serve the pub- 


lic best, specialized training, experience 
and knowledge are required by advisors 
in each field.” Incidentally, after digest- 
ing this pretty platitude, one wonders 
why a positive prohibition does not 
exist in both industries against employ- 
ment of any part-time salesmen. 

And almost as if by design, still an- 
other event was announced on the same 
day — the effective registration of finan- 
cial plans for the accumulation of In- 
corporated Investors under a systematic 
contractual set-up. The sponsoring 
group? The Financial Planning Corpo- 
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Private Wires to Canada 


Institutional iivestors call on Dominick & Dominick 
for information on Canada and execution of orders 
in Canadian securities. Through the 26 offices of 
our Canadian correspondent, JAMES RICHARDSON & 


SONS, we reach all major Canadian markets by 


DOMINICK & DOMINICK 


Members New York, American & Toronto Stock Exchanges 
14 WALL STREET, NEW YORK 5 


150 East 42nd Street 


1122 Marine Trust Building 
Buffalo 3 
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for reasonable stability and 
possible long-term growth of 
principal 
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Copies of the Prospectuses obtainable from 


Stein Roe S Farnham BALANCED FUND, Inc. 
Stein Roe & Farnham STOCK FUND, Inc. 


BOTH FUNDS AVAILABLE AT NET ASSET VALUE 


STOCK FUND 





Substantially all assets invested 
in common stocks selected for 
long-term growth possibilities 


135 South LaSalle 
Chicago 3, Illinois 
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Canadian Domiciled N.R.O. Companies 


Canada General Fund, Ltd. 
Seudder Fund of Canada, Ltd. - 


United Funds Canada, Ltd. 
Keystone Fund of Canada, Ltd. 
Loomis-Sayles Fund of Canada, Ltd. 


ToTAL N.R.O. COMPANIES 
United States Domiciled Company 


Canadian Fund, Inc. 


ToTAL ALL COMPANIES 





INVESTMENT COMPANIES 
Assets and Shareholders as of February 29, 1960 


Investors Group Canadian Fund, Ltd, - 


New York Capital Fund of Canada, Ltd. 


Canadian International Growth Fund, Ltd. —._. 
Axe-Templeton Growth Fund of Canada, Ltd. . 


SOLD IN UNITED STATES 
Net Assets 
(U.S. Dollars) Shareholders 
131,451,528 56,153 
81,043,531 31,640 
55,362,234 5,971 
28,931,759 2,900 
18,359,192 8,282 
15,448,000 6,600 
14,330,792 3,850 
9,906,788 3,742 
4,542,699 935 
359,376,523 120,073 
40,177,602 17,000 
399,554,125 137,073 








ration who have been selling insurance 
and mutual funds for some time. This 
organization was originally an insurance 
brokerage concern, but when it em- 
barked on its mutual fund ventures, it 
did insist on a high degree of quality 
and training in its salesmen. And some 
of its representatives do and will spe- 
cialize in one or the other field although 
many are qualified dual salesmen. The 
organization has been favorably in- 
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March 31, 1960 


clined to funds sponsored by Distribu- 
tors Group, whose chief executive is cur- 
rently president of the N.A.I.C. This 
could almost be interpreted as an en- 
dorsement of dual selling by the mutual 
industry, at least. 


Mutual Sales Slide in 
First Quarter 


Gross sales of mutual funds to the 
public decreased in both February and 
March of the first 1960 quarter with the 
latter month’s volume also below that 
of the corresponding 1959 month. Ac- 
cumulation plans continued to increase 
in popularity, however, with 36,797 
such plans opened in March this year 
compared with 31.890 in February and 
30,134 in March 1959. 


SALES OF MUTUAL FUNDS 
(millions of dollars) 





Gross Net 
1960 1959 1960 1959 
January 222 223 143 148 
February 215 178 149 118 
March 182 198 107 + 134 
1st Quarter 619 599 399 400 





Canadian Exchanges Grow 
with Country 


Rapid growth in the Dominion of 
Canada’s economy since the war is vi- 
denced by such significant statis! cs, 
among many others, as population in. 
crease, output of industry and raw m te- 
rials, import and export trade, pu lic 
construction and private residential ¢on- 
struction, all adding up to steady «nd 
healthy expansion in the country’s G 
National Products totals. 

This dynamism is probably nowhere 
better reflected, however, than by the 
marked rise in number of issues listed 
and market valuation of company shares 
traded on the leading stock exchanges in 
Toronto and Montreal, as shown by the 
following year-end comparisons cover- 
ing the past decade: 


Ss 


Issues Listed 
Montreal & Canadian 


1959 1949 


Exchange 857 679 
Toronto Exchange 1131 854 
Market Value (Billions) 
Montreal & Canadian 
Exchange $50.3 $8.5 
Toronto Exchange 51.7 7.5 
A DB A 
Corporate Profits Rose 18% 
in 1959 


In spite of dislocations of the steel 
strike, 1959 was a year of recovery in 
sales and after-tax profits for the 3.331 
corporations included in the annual tab- 
ulation by The First National City Bank 
of New York Monthly Letter, with an 
overall profit improvement of 18‘% over 
the previous year’s results of 3.574 
(See table on 149.) 
Substantial gains were the rule through- 


companies. page 
out the list and the only minus signs ap- 
peared before the following industries 
in order of percentage decline, namely, 
aircraft and parts, shipping. commercial 
banks, sugar and class 1 
Autos and trucks topped the plus side, 
followed by meat packing and automo- 


railroads. 


bile parts. 
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APPRAISAL OF CANADIAN EQUITIES 


IR INVESTORS IN CANADIAN COMMON 
2 oe the past decade started with 
every appearance of the Fabulous Fif- 
ties. but ended more like the Fading 
Fifties. By contrast. the current decade, 
which now seems slated to be labelled 
the Sobering Sixties in its early years, 
may yet turn out to be the Soaring Six- 
ties. The extent to which this proves true 
may depend not only upon external in- 
fluences, to which the Canadian econ- 
omy is always sensitive. but also upon 
the readiness with which geyernment. 
business and labor leaders move to cor- 
of Canada’s weak- 
nesses and to adjust to the radically 


rect some present 
changing climate of world business and 
international trade. 

The image of Canada as the finest of 
all havens for investment in growth 
equities, which was almost universally 
held through most of the postwar pe- 
reached a climax of 
unanimity about 1956, has been a classic 


riod and which 
example of the validity of the theory of 
contrary opinion in practical investing. 
If the global investor's image of Canada 
has not been destroyed in the past four 
years. at least it has been somewhat 
tarnished. 

First, a quick look at the record. 
Plainly, the experience of recent years 
has not been a happy one. quite apart 
from the disastrous collapse of the wild 
speculative boom in oil and gas and 
mining promotions, meritorious and 
otherwise. Those who thought they were 
avoiding the high-risk areas and stuck 
to the leading industrial and_ utility 
stocks have had a relatively rough time, 
too, as the comparative table shows. 
This compares the performance. since 
1949, of the Canadian Business Service 
composite index of 89 representative 
Canadian stocks with that of Standard 
& Poor’s index of 500 U. S. industrials, 


rails and utilities. While the CBS index 


A Return to Realities 


ARTHUR A. McLAUGHLIN 
Baker, Weeks & Co. 





The author is a general partner of this 
New York Stock Exchange firm in charge 
of research at its Montreal office. His 
reputation as an authority on the Cana- 
dian economy makes his observations 
especially pertinent at this time of re- 
appraisal. 





includes 8 base metals, 6 golds, 4 ura- 
nium and 7 of the better quality western 
oils, it is heavily weighted with 43 mis- 
cellaneous industrials, including the 
major integrated oils, and by 10 pulp 
and papers and 11 utilities. Scientific- 
ally weighted in the same manner as 
the Standard & probably 
comes about as close as an index num- 
ber can to providing a measurement of 


Poor's. it 


the total experience of Canadian invest- 
ors who, in addition to owning the best 
investment-type equities, also wanted to 
participate to some extent in the natural 
resource type of venture, but to do so 
judiciously. 

Actually, the table reveals that the 
Canadian market, after showing a some- 
what mid-1949 to 
1956 peak, has been substantially out- 
performed by the U. 
ficant swings since then. Perhaps the 
1949-56 comparison should be qualified. 
Definitely, the CBS index during this 
period was affected adversely by the 
heavy weight given to laggard Bell Tele- 


smaller rise from 


S. list on all signi- 


phone — American Telephone & Tele- 
graph is not included in Standard & 
Poor’s index — and by the larger repre- 
sentation in it of the depressed gold 
mining group. Nevertheless it is clear 
that aggregate experience of investors 
in Canadian stocks during the past dec- 
ade has been less rewarding than that 
of a similar cross-section of U. S. com- 
mon stockholders. The net gain in the 
Canadian index from June 30, 1949 to 
the end of April, 1960 was only 145%, 
half of the 


or littke more than 


sponding rise of 285% for the L. §, 
And during approximately the second 
half of this period, i.e., the period from 
May. 1955 to the end of April. 1960 
there has been no net advance in the 
Canadian index. while the U. S. index 
on the latter date was 44‘; 
May. 1955 level. 


above its 


Misleading Comparisons 


If it does nothing else, the record of 
the past ten years, and especially the 
past four years. should invalidate the 
use of such broad statistical compila- 
tions as gross national product and ag- 
gregate corporate profits as a basis for 
geographical distribution of investments. 
the 
How misleading these figures were is 


Unfortunately practice continues. 
shown in the brief comparison of index 
numbers based on the 1949-51 average 


as 100. 


Gross national product 


1956 1957 1958 1959 

Canada 164.0 170.3 174.8 185.4 

U.S. 144.5 152.6 152.38 165.3 
Corporate profits after taxes 

1956 1957 1958 1959 

Canada 142.3 125.4 121.6 134.1 

DS: 123.0 116.2 98.9 123.5 

These comparisons show that from 


the base period to 1956 the growth rate 
of gross national product was _ nearly 
50% Canada than in the 
United States. Similarly, the rate of in- 
crease in corporate profits after taxes in 
Canada 
gain in the U. 
dian profits were hit somewhat harder 


greater in 


was not far from double the 


S. Moreover, while Cana- 


in 1957, being down 12° from 1956 
against a corresponding decrease of 6‘: 
for all U. S. corporations, the Canadian 
companies net gain of 34.1‘; from 
1949-51 average to 1959 was still sub- 
stantially greater than the U. S. im 





corre- provement of 23.5°¢. Clearly there is 
4 Apr. 28 Apr. 28 
June 30 1956 % 1957 % 1959 % Apr. 28 vs. vs. 
1949 High Rise Low Drop High Rise 1960 56 High June 30/49 
Canadian Stocks* 52.80 170.76 223% 117.78 31% 155.14 32% 129.46 —24% +145% 
U.S. Stocks** 14.16 49.74 251 38.98 Za 60.71 56 54.56 +10 +285 
*Canadian Business Service Composite Index. **Standard & Poor’s Composite Index. 
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a lack of close correlation between these 
figures and the comparative perform- 
ance of the stock markets in the two 
countries. 

Comparisons based on broad gener- 
alities are bound to be misleading at 
times but there is no doubt that Cana- 
dian stock prices, on the whole, were 
much more highly inflated at their post- 
war highs in 1956 than U. S. stocks 
were at the time. Dividend yield com- 
parisons, relative to basic money rates, 
make this manifest. At the August 8, 
1956 high, the dividend yield of 2.57% 
on the Canadian Business Service inde* 
was 1.08°° less than the 3.65°% 
available on 


return 
of Canada 
3144s of 1979. By comparison, yields of 
Standard & Poor’s indus- 
trials, 5.36% on the rails and 4.53% on 
the utilities were, respectively, 0.55%, 
2.21‘, and 1.38% above the 3.15% 
yield then prevailing on U. S. Treasury 
314s of 1978-83. 


Government 


3.70'° on 


Overpriced Equities — Why? 


Among the factors responsible for 
this grossly inflated price level of Ca- 
nadian equities in 1956. a few stand 
out. First, this was the final stage of 
the era of raw material shortages which 
had origin in War II and extended, al- 
most without interruption, a full decade 
thereafter. The virtually insatiable de- 
mand for primary commodities during 
this period had stimulated an unprece- 
dented expansion of Canada’s natural 
resource-based industries, with the ex- 
citement of important new discoveries 
inevitably over-glamorizing future pros- 
pects. Climaxing this was the  short- 
lived premium value placed upon Can- 
ada’s rapidly growing reserves of crude 
oil as a result of the shutting-off of oil 
supplies from the Middle East via the 
Suez Canal. 


Second, the rapid growth of Canada’s 
resource-based industries in an environ- 
ment of global inflation, plus the back- 
ground of sound, stable government in 
contrast to political instability elsewhere, 
had attracted world capital to the Cana- 
dian equity markets in a steady and 
growing stream. Shortly before, this 
capital influx had begun to be swelled 
by superimposition of a particularly 
large and concentrated demand for Ca- 
nadian stocks on the part of the non- 
resident-owned 
formed by U. 


investment companies, 
S. sponsors, in order to 
derive special tax advantages through 
ownership of Canadian stocks, and at 
the same time to participate in antici- 
pated further growth of Canadian in- 
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dustry. These non-resident-owned funds. 
their treasuries bulging with newly-sub- 
scribed capital, were aggressive and in 
some cases not overly-shrewd buyers of 
Canadian stocks. Consequently, the im- 
pact of their demand was inordinately 
potent opposite the restricted supply of 
Canadian equities — a supply which is 
always disproportionately small in rela- 
tion to the size of Canadian industry 
because so much of the total outstanding 
share capital of Canadian companies is 
represented by subsidiaries, wholly or 
largely owned by U. S. parent compan- 
ies. 

Third, a continuing factor tending to 


distort traditional stock-bond yield ra- 
tios in Canada has been the tax credit 
available to Canadian taxpayers, 
amounting to 20°: of dividends from 
Canadian taxpaying corporations. This 
is a tax credit, not a deduction from 
taxable income. Introduced at 10% in 
1949 and raised to 20% in 1953, the 
purpose of this measure was to encour- 
age domestic ownership of Canadian in- 
dustry, and it had a powerful effect in 
accelerating the inflation-inspired shift 
of individual investors’ savings out of 
bonds and into equities. In the case 
of an individual in the 50% tax brack- 
et, for example, it results in a 3% stock 
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yield producing the same tax-paid re- 
turn as a 4.2% bond yield. 


The year 1956, however. represented 
the end of the general postwar shortages 
as productive capacity finally caught up 
with demand in one industry after an- 
other in quick succession. Inflated as it 
was, the Canadian stock market was 
vulnerable indeed to basic change in 
demand-supply ratios for the output of 
Canadian industry, accentuated by the 
business recession which set in during 
the latter part of 1957. That the decline 
in Canadian stock prices in 1957 was 
not even more severe than 31% from 
the 1956 high can be attributed to a 
number of cushioning factors. First, de- 
spite the end of commodity shortages, 
investors desire for long-run protection 
against inflation through ownership of 
equities was kept alive by heavy spend- 
ing of the Canadian and U. S. govern- 
ments and by the persistent upward 
push of wages against costs and retail 
prices of goods and services. Second, 
foreign capital continued to flow into 
Canada at a substantial rate through 
1958, notably from the N.R.O. invest- 
ment companies. Third, large-scale gov- 
ernment spending and reversion to easy 
money helped to check the recession. 
Completion of the St. Lawrence Seaway 
and other major projects kept aggregate 
capital spending at near-record levels, 
while consumer spending also held up 
well. By the second quarter of 1958, 
therefore. investors were beginning to 
discount the renewed upswing in busi- 
ness which developed momentum in the 
second half of the year. 


Swing of the Pendulum 


while the economic re- 
covery was extended through 1959 it 


However. 


apparent as the 
year progressed that several deterrent 
influences were operating against Cana- 
dian stock markets. The federal budget 
was brought under control at Ottawa 
as well as Washington and by Septem- 
ber the International Monetary Fund’s 
highly Per Jacobsson 
pronouncing the end of postwar infla- 
tion. In these circumstances, the highest 
bond yields in 30 years were offering 
declining stock yields stiffer competi- 
tion, and attracting a more normal 
share of investment money. Addition- 
ally, Canadian stocks were encountering 
international competition. Faster eco- 
nomic expansion in the United King- 
dom and Europe and the spectacular 
performance of the super-growth scien- 
tific stocks in the United States attracted 
capital that formerly had moved towards 
Canada. In fact. the N.R.O. funds, fac- 
ing redemptions from disappointed 
shareholders, became sellers on balance 
and at times this was sufficient to cause 
a net international efflux of capital from 
Canadian stocks — a heavy and unac- 
customed burden for the thin Canadian 
market to sustain. At the same time, 
tending to weaken the market’s ability 
to offset these adverse influences was the 
further rise in the premium on the Ca- 


became increasingly 


respected was 


nadian dollar resulting from heavy bor- 
rowing in New York by Canadian enti- 
ties, by which means Canada has been 
financing its continuing adverse balance 
of international payments. Throughout 








Institutional Research Department 


Continuing and comprehensive research 
is conducted in the following fields: 
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Reports are available. We invite your inquiry. 


BURNHAM AND COMPANY 
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the second half of 1959 and the iirst 
quarter of 1960, the discount on the 
U. S. dollar in Canada hovered clo-« to 
5%. The direct penalty to the export 
industries, not to mention the increased 
import competition and profit squeeze 
which industrie-. js 
estimated to have held down Canadian 
corporate profits in 1959 by 12°. or 
more. 

In these circumstances, the dip in 
New York stock prices last fall was ac- 
companied by much more pronounced 
weakness in Canada, followed hy a 
feeble year-end rally and a further sell- 
off in the first four months of this year 
into new low ground since May, 1958. 


it costs domestic 


Canadian-U. S. Interdependence 


What now? Unquestionably from an 
intermediate term standpoint the key 
question must be the course of the U. S. 
economy. The Minister of Finance's 
forecast of another 6% rise in gross na- 
tional product (4% in terms of physical 
output) obviously is predicated on no 
U. S. recession this year. If this proves 
correct and particularly if. as more op- 
timistic economists believe possible, re- 
cession can be staved off into late 196] 
or 1962, a measure of recovery for Ca- 
nadian stock prices would be a reason- 
able expectation. 

Adding a little spice to this possibility 
is the recent reduction in the premium 
on the Canadian dollar, encouraging 
hopes that reduced cash requirements of 
the Canadian 
the need for other borrowers to resort 
to the New York market, thus permit- 
ting further easing of the Canadian 
dollar towards parity with U. S. cur 
rency. As already noted, the profit im- 
industries 


government may lessen 


plications for the export 
would be important, while competitive 
conditions and margins would be re: 
lieved also for many domestic industries. 
Canadian foreign exchange fluctuations. 
difficult to 


however. 
predict. 


are notoriously 


Cyclical Factors Limit Near-Term 


Outlook 


At the end of April, Canadian stock 
prices had receded to a point where the 
dividend yield on the Canadian Busi- 
ness Service composite index was 
3.72%, highest since August, 1958. For 
a 50% tax-bracket individual. this was 
equivalent to a gross bond yield of 
5.20%, or a whisker better than the 
current 5.16% on Canada 34s of 1979. 
disregarding the tax-free amortization 
of discount included in the latter. The | 

(Continued on page 476) 
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“MARRYING FORWARD THE PRELIMI- 
C nary screening of the 30 Favorite 
Industrial Stocks of the 350 common 
trust funds. we find that 16 of these 
companies developed earnings of 10% 
or more on the book value of their in- 
vested capital. (Table 7.) This rate of 
return is computed after deducting 
Federal income taxes and adding back 
48° of interest on long term debt in 
order to eliminate the effects of vary- 
ing degrees of leverage among these 30 
With a 527 Federal tax 
elimination of each dollar of in- 


companies. 
rate. 
terest on long term debt will increase 
net income about 48 cents. 

This adjustment is equivalent to re- 











CORPORATE FINANCE ANALYSES 


O. ROGERS FLYNN, Jr. 


Graduate School of Business, Columbia University 


TESTING PRELIMINARY SCREENING MEASURES FOR 


INDUSTRIAL COMMON STOCKS — PART II 


ducing the capital structure of each 
company to an all common stock basis 
so that earning power can be compared 
without the distortions of varying pro- 
portions of debt securities. 

The norm of 10% selected as a meas- 
ure of an acceptable rate of return on 
invested capital seems to be reasonable. 
We find for the 30 companies with re- 
spect to rate return: 


Arithmetic Mean 10.9% 
Median 10.2% 
Range 25.3%-5.6% 


The rate of return on invested capi- 
tal is not measure of 
growth potential but there appears to 
be a close conection between a high rate 


a conclusive 


of return and an expanding scale of 
operations. A low rate of return does not 
provide incentive for further investment 
in the company and if sufficiently low 
will suggest that its stockholders may be 
better served by distribution of earnings 
rather than by their retention and rein. 
vestment in the business. 


Net Cash Flow Income 


The terms “cash flow income” or 
“cash earnings” are objectionable to 
most accountants as being inaccurate 
and ambiguous but in spite of their 
semantical shortcomings both terms are 
receiving broad acceptance to define the 
amount of additions to current assets 





Table 7: Favorite 30 Industrials by Rate 
of Return* on 


Invested Capital (1959) 


Eastman Kodak 25.3% 
J. C. Penney _. AGB 
National Lead . 16 
U. S. Gypsum 16.0 
du Pont 15.9 
General Motors . 15.8 
General Electric . 26:7 
Union Carbide BBL 
Texaco eee 
General Foods (3-31-59) - o BS 
Johns-Manville _ 11.8 
Com Products ....... 10 
Standard Oil (Cal.) _; TO 
Sears Roebuck (1-31-59) . 10.3 
American Cyanamid 10.2 
National Dairy . 0.1 
Gulf Oil 9.9 
Dow Chemical (5-31- 59) . 9.7 
International Harvester 8.3 
Phillips Petroleum - <x 80 
Standard Oil (N. J.) (12- 31- 58) = “he 
Kennecott Copper 7.5 
Westinghouse rf fh 
Continental Can Tt 
U.S. Steel 6.7 
International Paper 6.4 
Bethlehem Steel 6.4 
American Can 6.2 
Standard Oil (Ind.) 5.7 
Socony Mobil Oil (12-31- 58) 5.6 
Norm 10.0 


*This rate of return is the sum of net income plus 
48% of interest on long term debt taken as a per- 
centage of total book assets less current liabilities. 
Both quantities are taken as of the fiscal year ended 
1959 unless otherwise noted. 
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Table 8: Favorite 30 Industrials by Net 
Cash Flow Income* as Per Cent of In- 


vested Capital (1959) 


Eastman Kodak _.... PAR. 
Dow Chemical (5- 31- 59) 15.2 
Texaco 14.7 
Gulf Oil 14.5 
Union Carbide 13.6 
Phillips Petroleum 13.1 
General Motors 12.4 
Johns-Manville . pA Tg 
American Cyanamid . LL 
Standard Oil (Cal.) 11.4 
General Electric 11.0 
U. S. Gypsum 10.4 
National Dairy 10.0 
General Foods on 9.9 
J. C. Penney 9.6 
Standard Oil (Ind.) - 9.5 
Corn Products 8.8 
International Harvester . 8.8 
du Pont 8.8 
Continental Can : 8.3 
Socony Mobil Oil (12- 31- 58) 8.2 
Standard Oil (N. J.) (12-31-58) 7.6 
Westinghouse 7.5 
Sears Roebuck (1-31-59) 6.3 
U.S. Steel 5.7 
American Can 5.6 
Bethlehem Steel 5.2 
International Paper 5.2 
National ‘Lead 4.4 
Kennecott Copper 0.4 
Norm 5.0 


*This rate of return is the sum of net income and 
non-outlay expenses (principally depreciation and 
depletion) less amounts of cash dividends and con- 
tractual security requirements taken as percentage 
of invested capital per books. (i.e., total assets less 
current liabilities. ) 


Table 9: Favorite 30 Industrials by Rate | 
of Return* on Market Value (April 26, | 
1960) of Invested Capital (1959) 








International Harvester 9.4% | 
Standard Oil (Cal.) 9.0 
Gulf Oil 8.4 
Socony Mobil Oil (12-31-58) - 8.2 
Standard Oil (Ind.) 7.9 
Texaco 7.4 
Johns-Manville 6.7 
Continental Can 6.6 
Kennecott Copper 6.6 
General Motors 6.6 
National Dairy 6.3 
Phillips Petroleum 6.2 
Corn Products 6.0 
Standard Oil (N. J.) (12-31-58) 5.9 
American Can 5.7 
U.S. Gypsum . 5.5 
J. C. Penney 5.4 
U.S. Steel 5.2 
International Paper 5.1 
Bethlehem Steel ; 5.1 
National Lead 4.6 
American Cyanamid 4.5 
du Pont 4.3 
Union Carbide 4.2 
Sears Roebuck (1-31-59) 4.2 
General Foods (3-31-59) 4.2 
Eastman Kodak 4.2 
Westinghouse 4,1 
General Electric 3.5 
Dow Chemical (5-31-59) 2.6 
Norm 6.0 
*This rate of return is the sum of net income plus 
48% of interest on long term debt taken as a pe 
centage of the aggregate market value of commer | 
stock, preferred stock, and long term debt. Preferre’ | 
stock and long term debt are taken at par value 


when such values are less than market values. 
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Table 10: Stocks That Meet Two or More of Four Screening Tests* 





and Their Scores on 


Last Three Screening Tests (Parentheses indicate scores below norm) 


$ Quick 
% Increase Assets per $ $ Current 
Cash Current Assets per $ Pay-out 
Dividend* Liabilities Total Debt Ratio{ 
Eastman Kodak . Shea Gen Tecate 63% $1.85 $2.54 55.7% 
General Foods (3-31-59)... —ts«B 1.68** 2.17** 53.1 
Gur Oil ines _ 43 1.33 (1.21) 33.4 
Sears Roebuck (a. 31- 59) _— 43 2.35 2.05 53.8 
foe Pree 43 (.99) 1.88 (65.8) 
I hi tiiscinsitsheisainiabisnnsinnsicuninacrinethntene 40 1.02 (1.11) (70.8) 
Standard Oil (Cal. ). 40 1.70 1.55 49.9 
U.S. Gypsum __. 36 3.01 3.81 52.6 
Bethlehem Steel - 33 1.78 1.87 (98.4) 
Standard Oil (N. J.) (12- 31- 59) . (29) 1.46 (1.22) (77.3) 
American Cyanamid ___ (28) 1.62 (1.34) (65.0) 
Dow Chemical (5-31-59) - (28) (.91) (.87) 50.4 
Norm 30% $1.00¢ $1.55¢ 60.0% 


Net Cash Flow Return on 


Return on Income as % Varket Value 
Invested of Invested of Invested 
Capital Capital Capital 

25.3% 21.2% (4.2%) 
12.3 9.9 (4.2) 
(9.9) 14.5 8.4 
10.3 6.3 (4.2) 
11.1 8.8 6.0 
(6.7) 5.7 (5.2) 
11.0 11.4 9.0 
16.0 10.4 (5.5) 
(6.4) 5.2 (5.1) 
(7.5) 7.6 (5.9) 
10.2 11.5 (4.5) 
(9.7) 15.2 (2.6) 
10.0% 5.0% 6.0% 


*All these stocks meet the test of a 30% increase in cash dividends (1955-59) as modified. Shown in April 1960 issue of TRUSTS AND ESTATES. 


**As corrected. 


+Inverse relationship. The lower this ratio the more favorable. 


+These norms were reversed in Table 6 in the April 1960 issue so that most of the scores identified as below the norm in this issue have been 





reclassified. 





that stem from operations during any 
accounting yeriod. Gross cash flow in- 
come, whether expressed as aggregate or 
on a per share basis, is the sum of net 
income and such expenses, notably de- 
preciation, that do not require outpay- 
ments and hence will not reduce current 
assets although they be deducted in com- 
puting net income. 

Net cash flow income is gross cash 
flow income reduced by deduction of 
dividend payments and the amounts that 
must be paid-out to effect security re- 
tirements required by indenture or con- 
tract. 

This lesser amount is a measure of 
what a company has available for capi- 
tal expenditures (replacement or other- 
wise) or for increases in working capi- 
tal. The larger the net cash flow income 
the greater the resources that have been 
added that are available to finance 
growth. 

Table 8 shows that all but two of the 
30 companies exceeded the 5° norm 
suggested as the ratio of net cash flow 
income to invested capital. The averages 
and range of this ratio are: 


Arithmetic Mean 9.7% 
Median 9.5% 
Range 21.2%-0.4% 


These data suggest that our 5% norm 
is too low and that for future use it 
should be raised to 8°%-10% 


for pre- 
liminary screening purposes. 


Market Value Test 

If the rate of return of 6° on market 
value of invested capital is established 
a an acceptable norm, we find that on 
April 27, 1960 only 13 of the Favorite 
30 Industrial Stocks would qualify. This 
lest is somewhat crude, inasmuch as we 
have related current market values to 
adjusted earnings for a preceding year 
rather than to current earnings. Final 


May 1960) 


selection on the basis of this criterion 
would necessitate a closer timing of 
earnings and market value. 

Table 9 shows rates of return on mar- 
ket value of the 30 stocks: 


Arithmetic Mean 5.8% 
Median 5.6% 
Range . 9.4%-2.6% 


The Screened Stocks 


Table 10 shows the 12 stocks which 
passed Test *1 (30% or greater in- 
crease in cash dividends 1955-1959) as 
modified, and their scores in relation to 
norms for the other six tests. 

Passing all seven screening tests we 
find Standard Oil of California. Passing 
the test of “Return on Market Value of 
Invested Capital” are Gulf Oil and Corn 
Products, with U. S. Gypsum and Stand- 
ard Oil (N.J.) within a reasonable 


range of this market value norm. Per- 
haps all these five stocks can be investi- 
gated as coming closer to our seven 
screening specifications. 

We have not considered future out- 
look but merely past performance and 
current market values. The appraisal of 
near term prospects for the integrated 
oil companies may justify deferring 
commitments in this group. Past per- 
formance must be placed in proper per- 
spective. 

A AA 


e The fourth biennial Estate Planning 
Institute of the University of Colorado 
School of Law will be held at Boulder 
August 8-12. The course, taking up each 
of the mornings of that week, will be 
conducted by Professor William J. Bowe, 
author of the text Estate Planning and 
Taxation. 
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New Comparative Study Now Availab/e: 


The Effect on Reported Earnings of 
Interest-During-Construction Credit 
for 113 Electric Utility Companies 


Tabulated on a per-share basis 


This new study includes figures for 1959 and the two previous 
years, plus some estimates for 1960 and 1961. This year, for easier 
comparison, we have divided the companies into three groups, 
according to the method actually used in accounting for liberalized 
depreciation benefits. Our Study also explores the varying opinions 
relating to this important aspect of electric utility financing, earn- 
For your free copy, 
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93 th CONSECUTIVE 
QUARTERLY DIVIDEND 


50 cents per share 
Payable June 15, 1960 
Record date May 20, 1960 


W. P. CAIRO, Secretary 
April 20, 1960 
THE ELECTRIC 


STORAGE BATTERY 
COMPANY 




















AiR REDUCTION 


Company, Incorporated 


172" CONSECUTIVE 


COMMON STOCK DIVIDEND 


The Board of Directors has declared a 
regular quarterly dividend of 62!2¢ 
per share on the Common Stock of the 
Company, payable on June 6. 1960, 
to holders of record on May 18, 1960, 
and the thirty-fourth regular quarterly 
dividend of $1.125 per share on the 
4.50% Cumulative Preferred Stock, 
1951 Series, of the Company, payable 
on June 6, 1960, to holders of record 
on May 18, 1960. 


April 27, 1960 
T. S. O’BRIEN, Secretary 

















THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 
151st Common Dividend 


The Board of Directors has declared 
a regular quarterly dividend of 60c 
per share on the Common Stock of 
the Company, payable on June 1, 
1960 to stockholders of record at the 
close of business on May 16, 1960. 


GEORGE SELLERS, Secretary 
May 6, 1960 
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INDUSTRIES, INCORPORATED 


Common Dividend No. 162 


A dividend of 6242 ¢ per 
share on the common 
stock of this Corporation 
has been declared payable 
June 15, 1960, to stock- 
holders of record at close 
of business May 27, 1960. 


C. ALLAN FEE, 
Vice President and Secretary 


May 6, 1960 


CANADIAN EQUITIES 
(Continued from page 472) 


April 28 earnings yield on the index at 
6.41%, based on 1959 results, was the 
best since July, 1958. Since 1956 a fair 
amount of the inflation-hedge premium 
has been squeezed out of Canadian stock 
prices, and to that extent the health of 
the market structure has been improved. 

With relatively few exceptions, how- 
Canadian stock 
characteristically cyclical and the ex- 
tent of assuming 
some extension of the current expan- 


ever. the market is 


possible recovery, 
sionary phase of the business cycle, will 
be limited by the statistical odds that 
this cycle is becoming fairly mature, as 
well as by belief in some quarters that 
the next recession may be a more diff- 
cult one in Canada. 

The latter belief is based on probable 
existence of excess capacity through the 
early 1960s in most primary markets in 
which Canada competes, more intense 
competition from other countries in all 
markets, possibly unsettling effects of 
new trading blocs, less rapid growth of 
the home market resulting from a slack- 
ening population trend until the curve 
swings up sharply again in the middle 
1960s, possibly reduced willingness of 
the government to spend itself out of 
the next recession after the frightening 
near-crisis in the bond market last year, 
less over-all stimulus from expansion of 
secondary industry in Canada than in 
the United States because of the limita- 
tions of the home market, and relatively 
less research-motivated growth and de- 
velopment of new industry. 

All of these are factors which suggest 
that it may be a few years before world 
demand for the products of Canada’s 
resource-based industries reaches di- 
mensions sufficient to sustain a dynamic 
extension of the long-term uptrend in 
Canadian stock prices generally. Mean- 
while, analysts will be searching dili- 
gently for the exceptions. 

AAA 
CANADIAN TRUST QUOTES 


(Continued from page 443) 


Increased business in all departments. 
Victoria & Grey Trust Co., 
Lindsay, Ont. 


Estates, trusts, trusteed pension funds 
and other agencies increased by $3,888,- 
201 to $35,931,083 after large distribu- 
tions to beneficiaries and other partici- 
pants. Many new appointments as ex- 
ecutor, agent and trustee. 

Waterloo Trust & Savings Co., 
Kitchener, Ont. 


A Program of Community 
Relations in Canada 

For the past twelve years F ritish 
Mortgage & Trust Co. has conducied q 
Schoolground Improvement Compe ition 
among the rural schools in the area, 
Each Township — which comprises 
about ten schools — has its own cu ntest, 
British Mortgage donated $100 as prize 
money in the first year of the Coinpeti. 
tion, and has donated annually $25 as 
prizes in each succeeding year. 

For the past five years British Vort. 
gage has donated a 4-H Club gabardine 
windbreaker to the top winner in each 
1-H Club in this area — about 24 jack. 
ets per year, which are recognized as the 
British Mortgage jackets. 

The Company also donates annually 
seven large colorful framed pictures to 
rural school music festivals as the top 
award of the day. 

In addition, British Mortgage spon. 
sors annually a prize of $25 for the 
County live stock judging competition 
to assist in providing a trip for the win. 
ner to an Agricultural College in Mon. 
treal or Chicago. A prize of $10 is 
awarded to the two best ploughers from 
any one high school at the County au. 
tumn ploughing match. A Samsonite 
suitcase (a locally-made product) is 
donated at the Spring Seed Fair to the 
winner of the greatest number of points 
in the junior section. And a Cup is 
awarded to the Stratford Collegiate In- 
stitute as a curling trophy. 

To all graduates of Grade 12 from 
Stratford Collegiate Institute, the Com- 
pany offers to deposit $5.00 in a savings 
account to those who achieve first-class 
honors; $4.00 for second-class honors: 
$3.00 for third-class honors; and $2.00 
to those with credit rating. 

Tickets to the Stratford Shakespear- 
ean Festival are given not only to agents 
who send the Company business, but a 
a thank-you to various community lead: 
ers. 

British Mortgage feels these projects 
not only contribute to the progress and 
development of the community, but also 
bring returns from a business standpoint. 

















‘a SP aa 
Annual report cover illustration reproduces 
one of murals in Head Office of Waterloo 
Trust & Savings Co., depicting pioneer se 
tlors of Waterloo County. 
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ae chittle for Exe” 


A Venture of Faith in Trust Presentations in U.S. and Canada 


OVING PICTURES ARE STILL IN THE 
M testing stage as a means of ap- 
proaching trust prospects. “So Little for 
Eve” is the first film to achieve national 
distinction in both the United States 
and Canada. 

Other films have been made and used 
by banks in Boston, Los Angeles, New 
York and a few other places, but these 
have been typical trust interviews or 
the banking and/or trust operations of 
a particular trust institution. “Eve” 
was produced by Unifilms, Inc., New 
York, for the Trust Division of The 
New York State Bankers Association 
(T&E, 1957, July. page 644: Nov., page 
1146) as the first dramatization of the 
need for trust services. It is really an 
estate planning film in and 
shows the tragic consequences of the 
lack of an adequate plan and of procras- 
tination. 


reverse 


In spite of differences in state inheri- 
tance laws, 79 prints of “Eve” are now 
in the hands of trust departments and 
state bankers associations in 25 states 
and Canada, as well as in New York. 
Total receipts of $88,600 include $20.- 
000 loaned by the parent association and 
repaid out of the first receipts, $14,000 
from member banks and trust compan: 
ies, and $53,000 from trust institutions 
and associations outside of New York. 
Costs have been covered and sales and 
rentals of prints are beginning to bring 
in some profit. Since May 1 the New 
York Trust Division has made two prints 
available for rental in areas where the 
film was not purchased, with 15 requests 
already received. 


Successes in Canada 


The Royal Trust Co. of Montreal in 
1958 acquired all rights to Canada for 
the film. An account of the first year’s 
experience written by Carman A. Jerry, 
assistant general manager, appeared in 
Trusts anp Estates last May (p. 430). 
The most successful showings, he said, 
were to combined audiences of men and 
Women and with a panel discussion fol- 
lowing the presentation of the film. Mr. 
erry’s prepared introductory remarks 
include the following comments: 


“While some of the technical refer- 
ences and phraseology differ slightly 
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from those used in Canada, the prin- 
ciples involved and the conclusions to 
be drawn are common to Estates and 
Executors the world over ... The job 
of estate planning, protection of goods 
and property, and the interests of 
loved ones is a complex task. Believ- 
ing the problems portrayed in this 
story to be of such vital concern to 
every responsible Canadian family, 
The Royal Trust Company has ac- 
quired all rights for Canada and we 
present it to you in the hope it may 
be useful in helping you avoid similar 
mistakes in arranging your temporal 
affairs.” 


His concluding remarks list five ma- 
jor mistakes made by “Dan Harper” 


and observe that: 


“Unfortunately, these things which 
were portrayed in the film can and 








Scene from “So Little for Eve” 





do happen. Our files are full of Dan 
Harper cases. We see constantly pres- 
sure put on valuable assets to provide 
liquidity. We see problems of both 
family and administration arise which 
might have been forestalled in a 
sound plan... The crux of all estate 
planning is periodic review. If you 
leave here today with the thought in 
mind — ‘I must look again — make 
sure!’ we feel our mission will have 
been accomplished.” 


Mr. Jerry also prepared a list of “ex- 
amples” from real life, which could be 
used to stimulate discussion, if needed. 
and he presents to the members of the 
audience copies of “What happens when 
a man dies?” This is a condensation of 
an article by Donald G. Dutcher, an 
American probate judge, published by 
The Research & Review Service Inc. of 
Indianapolis. 

A return postcard is inserted in the 
pamphlet: there is nothing on it to re- 
veal to the curious what is being re- 
quested. 


Mr. Jerry’s experience led him to 
avoid luncheon meetings and seek show- 
ings at evening meetings or other group 
forums where there is ample opportun- 
ity for discussion afterward. He obtains 
a moderator and other panelists from 
professionals outside his own Company. 
He advises that the film “sets the mood” 
for any period of questions to a panel 
of experts. Written questions passed up 
from the audience avoid identifying a 
person with any question he might not 
wish to stand up and ask, and a group 
of lead questions prepared beforehand 
by the panel members themselves can 
start the ball rolling while questions 
from the floor are being written. 

One of Royal Trust Co.’s prints “is 
Five 
forums, at last report, were already 
planned for 1960 and possibly 10 in 
1961 “with the film as a lead-in and a 
panel of experts afterward.” 

Mr. Jerry writes, “Our forums have 


now out west.” more women’s 


been most successful. It is getting Royal 
Trust favorably known and we couldn’t 
care less about selling or immediate 
business. The long term results and 
radio, and TV 


publicity are worth a great deal.” 


favorable newspaper. 


Favorable Reception in Dallas 

Mercantile National Bank. Dallas, ob- 
tained the use of the film for a two- 
week period of showings in the bank 
auditorium. A trust officer spoke briefly 
at the end about the need for a compe- 
tent executor, liquidity of assets and the 
consequent avoidance of the forced sale 
of a business. Invitations for these 
sent to where 
speeches had been made previously, to 


showings were clubs 
stockholders and board members. and 
officers to customers 


who they thought would be interested. 


in some cases by 


“The movie was excellent publicity 
for our bank.” Peggy Wells Dobbins, 
director of the Women’s Department, 
wrote. “Radio stations gave us free spot 
announcements and TV programs ran 
special announcements without charge. 
Also the newspapers were very coopera- 
tive ... The film can be an excellent 
new business tool . . . It gives the lay- 
man an excellent understanding of es- 
tate planning and the objects that should 
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be achieved. We felt, too, that it im- 
proved our relations with the insurance 
men.” 

This last comment accords with the 
experience in Canada and is all the 
more interesting because nowhere in the 
film does the insurance man appear in 
person. The explanation lies in the fact 
that the film demonstrates the need for 
insurance and insurance counselling. 


Survey of Users 

In contrast to these two reports of 
good reception, some trust institutions 
decided against using the film at all. 
some used it only for the further educa- 
tion of their own staff, and some state 
bankers associations purchased 
prints decided against promoting it. 

The New York State Bankers Associa- 
tion Trust Division undertook a survey 
of all those who had obtained the film 
and received replies from more than 


who 


half. A summary of these responses may 
suggest some of the reasons why the 
used in 
places and unsuccessfully, or not at all, 
in others. At the most conservative esti- 
mate, respondents have shown the film 
to well over 50,000 people at some 800 
or more occasions, half of them lunch- 
eon or dinner meetings. The majority 
reported a preference for groups of 50 
or less because it was easier to develop 
questions and discussion. The number 
of showings by request just about 
equalled the number initiated by the 
banks themselves. Half of the respond- 
ents compiled special invitation lists. 


Asked 


film was successfully some 


about selling interviews or 


business closed as a direct result of 
showing the film, respondents made 
statements ranging from “No” or “Difh- 
cult to evaluate” to numerical reports of 
will appointments secured and _insur- 
ance trusts and other business actually 
put on the books. There was complete 
agreement among users — as indeed 
among the producers of the film — that 
“Eve” is not of itself a means of sell- 
ing trust business. On the other hand, 
it has been for many users a method of 
discovering prospects who are ready to 
be sold. Reasons for and against use of 
the film, and suggestions for modifica- 
tion or method of presentation, can best 
be offered in the form of a summary 
of the replies to the New York Trust 
Division’s questionnaire. 


The Voice of Experience 


The most important comments about 
“Eve” relate to the manner of presenta- 
tion. Those who used it successfully of- 
fered a brief verbal introduction and 
followed the film with a discussion pe- 
riod headed by either a trust officer or 
a panel of specialists. Some spoke of 
the importance of turning audience at- 
tention immediately to the estate plan- 
ning problems involved before anybody 
got the meeting sidetracked by discuss- 
ing the actors, plot or other matters 
connected simply with the mechanics of 
portraying the subject. One man said, 
“Each time ‘Eve’ goes to a meeting one 
of our officers also goes. The members 
meet this officer and get to know him 
personally and, we hope, favorably.” 

One user said it was his custom to 
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give a very brief introduction t» the 
film as the story of a man who knew he 
ought to do something about his «state. 
but never got around to it. This trug 
officer uses a blackboard on which he 
lists (before the meeting) the balance 
sheet of the estate, giving the lia) jilities 
in two columns — one for “Dan Harp. 
ers plan” and one for the plan he 
should have had. He states that ques. 
tions have come thick and fast. 

A professor who observed the film 
said “There isn’t a question I could 
think of that wouldn’t be a perfect open. 
ing for a trust man... If any bank 
buys a print and sends a high school 
kid out to show it, they will be running 
operation rat-hole, because it is not a 
selling picture.” 
ever, one 


It is an entree. how. 
trustman wrote, “We were 
able to trace enough business directly 
to the film to satisfy ourselves that it 
was a worthwhile investment.” 

Size of Estate. Many film users re. 


marked that the $600,000 estate selected | 
for the “Eve” story was too large to | 


interest the average prospect inviled to 
a showing. One wished for a film that 
would “show how approximately the 
same problems are involved in estates 
where a sizable business interest is not 
included.” Another trustman solved this 
problem in his remarks after the show. 
ing. “You have to make the point,” he 
said, “that planning is essential regard- 
less of the size of the estate. A $30,000 
or $50,000 or $150,000 estate may re- 
quire just as much planning . . . Try to 
remember you are speaking to individ. 
uals and not just to a group. They all 
have personal problems and you want 
to strike some soft spot which they may 
have.” 

Another user felt there was too much 
emphasis on the marital deduction and 
that a film ought to illustrate the flex. 
ibility of a trust, how life insurance can 
be a part of the general trust plan, and 
the pitfalls of joint ownership. Still an- 
other user said, “The film can be an 
excellent new business tool . . . It gives 
the layman an excellent understanding 
of estate planning and the objects thal 
should be achieved.” 

A study of the comments strongly 
suggests that the success of showing the 
film depends in no small measure upon 
the introductory and follow-up remarks. 
whether by one person or a panel. Any 
such film can describe only one estale 
and one set of circumstances, bu! it can 
serve as a vivid example from which 
the trustman can move on to the partic- 
ular problems and opportunities of his 
audience. Among the topics that re 
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spondents said were included in their 
follow-up talks were: importance of es- 
tate planning; need for a will; dangers 
of joint tenancy: purposes of life insur- 
ance i an estate program: marital de- 
duction: steps Dan Harper should have 
taken: importance of seeing one’s at- 
torney and discussing family financial 
planning with one’s wife; dangers of 
procrastination ; possible tax savings: 
the need for a qualified, experienced 
executor and trustee: and case histories 
of estates of more modest size than the 
one in the film. 


In contrast to the concern over the 
Harper estate being too large, one trust 
oficer reported that “After seeing the 
flm. a man worth $1.5 million came to 
our representative and said, “That’s me.” 
He was in such a hurry that his whole 
estate plan was worked out in a few 
days.” 

Selection of Audience. There was no 
generally accepted conclusion among 
respondents as to the best type of audi- 
ence. One said. “The only groups that 
like this film are women’s groups,” and 
another. “Women curious 
about the subject than men. Older people 
are by far the best audience.” This lat- 
about 
echoed by others. In one case it was 


seem more 


ter statement age groups was 
reported that a large independent busi- 
nessmen’s organization had turned down 
an opportunity to view the film. and 
still another said “Clubs are tired of 
seeing films of this kind.” 

On the other hand, an experienced 
trust officer showed the film to a group 
of 40 men and followed it by a 20-min- 
ute talk on estate planning which he 
had given before. “Never had a more 
attentive audience for this talk.” he said. 
“Quite a few men came up afterwards. 
One or two said they liked the talk bet- 
ter than the film. I feel the film set the 
stage for the talk and in that way is 
very useful to me.” 


Statistics about the kind of audience 
were too varied to show any consensus, 
but several users pointed out that their 
best experience had been with audiences 
of husbands and wives together. One 
truttman said, “We invited the presi- 
dents and program chairmen of all the 
women’s clubs and junior league clubs. 
We served tea and cookies. From there 
on, our problems began to dwindle.” 

Life underwriters seem to appreciate 
the need for life insurance depicted in 
the film and several respondents noted 
that showings were scheduled through 
the cooperation of local life insurance 
men. Sometimes the plan included an 
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opportunity for the life underwriter to 
speak on the importance of liquidity in 
estate planning. 

Generally the reaction of lay people 
to the film was better than that of pro- 
fessionals. Commercial officers appreci- 
ated it more than trust officers. In some 
communities the reaction of directors, 
trustmen or other bankers caused the 
film to be shelved. On the other hand. 
one institution reported, “Our audience 
reaction has been a whole lot better 
than our trust officers’ initial reaction.” 
The only bank ever to use it on tele- 
vision said the film “certainly proved 
the point. It is a very fine film and 
covers the subject extremely well.” 

In one instance “Eve” was shown to 
a group of law students who “hooted 
and hollered and raised the devil.” A 
month later the same students received 
“one of those impossible estate planning 
problems” to work out. Where did they 
go for help? The bank that showed the 
film had a “constant parade” of students 
asking for assistance in finding the solu- 
tion to their problem. 

Timing and Visual Aids. The most 
universal criticism of “Eve” was its 29- 
minute length. Many found it difficul: 
to fit this into the limited period of a 
luncheon meeting. particularly with ser- 
vice clubs. Some, for this reason. did 
not offer the film. Others presented it, 
but had no time for discussion. A few. 
however, obtained professional help in 
cutting the film to the length they de- 
sired. and even in Canada. where for- 
ums were preferred to luncheon meet- 
ings. cutting was done to allow more 


time for the panel discussion that fol- 
lowed. The of the film, as a 
matter of fact. purposely did not plan it 
for luncheon meetings. 

Printed material and blackboards 
helped to overcome this situation. A 
booklet for distribution is available to 
go with the film and some users have 
substituted or added booklets of their 
own. Printed cards make it easy for 
viewers to ask for further personal dis- 
cussions with a trust officer. Usually 
these were distributed after the showing. 
but some — faced with limited time — 
gave them out beforehand. 


makers 


What of the Future 


Responses from so many parts of the 
country make it clear that there is a 
lot more mileage in “So Little for Eve.” 
This first trust moving picture to re- 
ceive experimental use extended over 
many states and Canada has well proven 
its value. For many it has brought in 
trust For others 
been a good public relations tool. 


new business. it has 
The Library of Congress has request- 
ed a print of the film for permanent 
record owing to its merit in showing 
“present-day civilization and culture.” 
The various methods of using the film 
and the comments and criticisms re- 
ceived have built up a body of opinion 
of great value for future productions. 
offering both “do’s” and “don'ts” and 
no doubt additional constructive com- 
ments will be garnered in the months 
ahead. One thing is clear: the moving 
picture as one of the means for trust 
development is here to stay. 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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TRUST PERSONNEL CHANGES 


(Five stars signify promotion of trustman to senior or executive vice president or president, or election to board of directors) 


ARIZONA 


PHOENIX—Carl E. Stanford has joined First NATIONAL 
BANK OF ARIZONA as trust officer, having resigned as trust 
officer of OHIO NATIONAL BANK, Columbus. Stanford will 
open and operate a branch trust department in Tucson in 
June. 





CONNECTICUT 
BRISTOL—Richard C. Cheney appointed asst. trust officer 
and assistant secretary of BRISTOL BANK & TRUST Co. A 
1952 graduate of Yale U., Cheney also attended Connecticut 
Law School. Since 1955 he has been with Connecticut General 
Life Insurance Co. 


DELAWARE 


WILMINGTON—BANK OF DELAWARE appointed William H. 
Kent an asst. trust officer in the trust administration division. 
Kent will graduate from Wharton School of Accounting and 
Finance at Pennsylvania this June. 


FLORIDA 


WINTER PARK—Frank P. Glackin, Jr. joined First Na- 
TIONAL BANK as a trust officer, coming from PITTSBURGH 
NATIONAL BANK. 


GEORGIA 


ALBAN Y—Robert K. Landrum will join First STATE BANK 
on June first as head of its trust department. At present 
Landrum is vice president and board member of SECURITY 
TRUST Co. in Lexington, Ky., where during the past 11 
years he served in all offices of the Lexington Clearing House 
Association and Central Kentucky Conference of the Na- 
tional Association of Bank Auditors and Comptrollers. 
Holder of a BS degree in Commerce from Kentucky, and 
in Physical Sciences from Chicago, Landrum also holds 
a degree from Harvard Business School. 

ATLANTA—At CITIZENS & SOUTHERN NATIONAL BANK Joe 
F. Hildreth promoted to trust officer; Robert E. Wooster to 
asst. trust officer. Hildreth, a graduate of Auburn, joined 
C&S in 1954, while Wooster joined in ’52 and attends Georgia 
State College. 





ILLINOIS 

CHICAGO—Ronald M. Kimball has retired as vice president 
in charge of the corporate trust division of CONTINENTAL 
ILLINOIS NATIONAL BANK, a position he held since 1948. 
Kimball, a graduate of Brown, joined Continental in 1924. 

Edmond B. Stofft elso retired as vice president, corpsrate 
trust division. Gardner W. Howe elected assistant secre- 
tary. 
CHICAGO—J. A. Gallas and John A. Kapel named trust 
officers of LA SALLE NATIONAL BANK. Gallas is in estate 
planning; Kapel, a Northwestern alumnus, served as assistant 
auditor before joining the trust department in 1959. 





ROBERT K. LANDRUM 
Albany, Ga. 


TED W. DAvis 
Indianapolis 


RODERICK MCRAE 
New York 
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ELGIN—UNION NATIONAL BANK & TRuUsT Co. named Ray. 
mond Schrauf a trust officer in addition to his present title 
of vice president. 

GLEN ELLYN—Ward J. Larson elected a vice president 
of DUPAGE TrusT Co. and remains asst. trust officer. 


INDIANA 


INDIANAPOLIS—Ted W. Davis elected a trust officcr of 
AMERICAN FLETCHER NATIONAL BANK & TRUST Co. With the 
bank since 1946, engaged in business promotion and estate 
planning, Davis is past president of the Estate Planning 
Council of Indianapolis. He is a graduate of Franklin Col- 
lege. 

MUNCIE—H. E. Woods elected president of MERCHANTs 
Trust Co. to succeed Howard B. Shriner who retired. 


IOWA 


SIOUX CITY—Golby Uhlir named asst. vice president and 
trust officer of WoopBuRY BANK & TRUST Co. 


KENTUCKY 
LEXINGTON—(See Albany, Ga.) 
LOUISVILLE—Edward W. Hinkle retired as vice president 
and trust officer of LOUISVILLE TRusT Co. 
MASSACHUSETTS 
BOSTON—Alden B. Sleeper promoted to trust officer at 


ROCKLAND-ATLAS NATIONAL BANK, continuing in estate plan- 
ning division. 


MICHIGAN 
DETROIT—William J. Thomas, senior vice president of 
DETROIT BANK & TRUST Co., retired after 44 years of service 


beginning as auditor. Thomas has served on the executive 
committee of the Trust Division, American Bankers Associa- 
tion, and as a member of the Trust and Legislative Commit- 
tees of the Michigan Bankers Association. 


MONTANA 
HELENA—Forrest Henderson advanced to president and 
trust officer of First Trust Co. oF MONTANA succeeding 
Fred Heinecke who resigned. S. H. Finger was elected vice 
president. 
NEW JERSEY 

ATLANTIC CITY—John T. Lyons elected vice president in 
addition to trust officer of BOARDWALK NATIONAL BANK. 


NEW YORK 
NEW YORK—At BANKERS TrustT Co. Malcolm A. Stevenson 


promoted to trust officer and Joseph L. Alexander named 
asst. trust officer. 





tok tt 
Charles M. Bliss and Roderick McRae,* 
executive vice presidents of BANK OF 
NEw York, elected trustees of the bank. 
Bliss is head of the trust division, and 
McRae in charge of the investment 
division. Bliss joined the Bank in 1931 
in the investment counsel department. 
Among his civic and financial posts 
he is chairman of the executive com- 
mittee of Talladega College and of the 





CHARLES M. BLIss 


*As this issue was going to press, word was received of the sudd«n death 
of Mr. McRae. 


——— 
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fnance committee of St. Barnabas Hospital. McRae joined 
the Bank in 1930, having received a BS degree from David- 
son College and an MBA from Harvard in 1930. He is a 
trustee and member of the investment committee of Col- 
jege Retirement Equities Fund. 

NEW YORK—Horace A. Worrall appointed personal trust 
officer of CHASE MANHATTAN BANK. 


NEW YORK—At MANUFACTURERS TRUST Co. Robert J. 
Frisch, Raymond J. Smith and Henry J. Slattery named 
asst. trust officers. 


NEW YORK—Eugene R. Chrisler elected assistant vice 
president of MARINE MIDLAND TRusT Co. Formerly vice presi- 
dent of Fiduciary Counsel, Inc., Chrisler will be with the in- 
vestment management division of the trust department. 


WHITE PLAINS—Herman F. Schrull advanced to assistant 
secretary in the trust department, CouNTy TRUST Co., having 
been with the bank for 31 years. 


NORTH CAROLINA 


CHARLOTTE—Paul J. Cato named manager of the pension 
and profit sharing section of the trust department of AMERI- 
cAN COMMERCIAL BANK. A graduate of Duke, Cato formerly 
was vice president and secretary of a consulting firm in 
pension and profit sharing plans. 

CHARLOTTE & HIGH POINT—R. Vincent Spracklin ad- 
vanced to vice president and trust officer at High Point 
office of WACHOVIA BANK & TrRusT Co., and Howard T. Lyon 
named trust officer there. John W. Van Alst, Jr., estate plan- 
ning consultant at Charlotte, elected asst. trust officer. 


OHIO 


CLEVELAND—James J. Nance named president and chief 
executive officer of CENTRAL NATIONAL BANK; Loring L. 
Gelbach, chief executive officer since 1945, continues as chair- 
man. Nance began his versatile business career with National 
Cash Register Co. following graduation from Ohio Wesleyan 
and graduate work at Ohio State. He served in various im- 
portant capacities with the Frigidaire Division of General 
Motors, Hotpoint and Studebaker-Packard. During the war 
he served as a member of the War Production Board, then 
joined Ford from which he resigned a few months ago. 
CLEVELAND—Robert E. Jordan appointed vice president 
in charge of operations in the trust department of NATIONAL 
City BANK. For several years he has been senior consultant 
with the A. T. Kearney & Company of Chicago, management 
consulting firm specializing in bank trust operations. His 
more than 20 years of business experience includes extensive 
activities with converting trust department accounting func- 
tions to mechanical processing equipment. The trust depart- 
ment recently inaugurated a program to install a completely 
mechanized accounting system employing the latest tabulating 
and other types of equipment. 
DAYTON—Frederick W. Stetz 
PEOPLES BANK & TrRusT Co. 


elected a trust officer of 


DAYTON—Tuirp NATIONAL BANK & Trust Co. elected 
Harlan H. Johnson a trust officer. Graduate of DePauw 
summa cum laude and of Northwestern Law School, Johnson 
was Special Agent of the FBI for over five years. He has 
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JAMES J. NANCE 
Cleveland 


R. E. JORDAN 
Cleveland 
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Sketch of trust department lobby in new 12-story home of First 
National Bank of Orlando, Fla., opened in March. 








practiced law since 1946, during which time he served for 
three years as Probate and Juvenile Judge of Clinton County. 
He also has served as attorney in the Corporation Finance 
Division of the Securities and Exchange Commission. 
LORAIN—George A. Lanzendorfer, vice president in charge 
of the credit department of CENTRAL BANK Co. since 1958, 
named trust officer of the new trust department. 
STEUBENVILLE—Edward H. McDowell joined First Na- 


TIONAL BANK & TrRusT Co. as trust officer. McDowell was 
formerly with the Ohio Company as an investment counselor. 


OKLAHOMA 


TULSA—At First NATIONAL BANK & Trust Co. Guy O. 
Bayless, Jr., named trust department head and promoted to 
senior vice president and trust officer to succeed the late 
M. M. Lawellin. Charles B. Neal, vice president and trust 
officer transferred from manager of the corporate trust de- 





a 


Guy BAYLESS 


CHARLES NEAL JAMES MEREDITH 

partment to head the personal trust division which Bayless 
formerly headed. James R. Meredith, asst. vice president and 
trust officer, will head the corporate division; Jack W. Dike- 
man promoted from asst. auditor to asst. trust officer and 
assigned to the corporate division. Bayless, who joined First 
National in 1936, is a graduate of Oklahoma, has studied 
at Tulsa Law School and has taken Harvard trusts and 
estates courses. Neal, who joined the bank 17 years ago, is 
a Baker graduate and holds a Masters degree from North- 
western. He studied law at DePaul and Tulsa. Meredith, 
prior to 1954, was a partner in a law firm, and is a graduate 
of Tulsa Law School. In the past five years the trust depart- 
ment has been the fastest growing department in the bank. 


PENNSYLVANIA 
PITTSBURGH—H. Pearce Wright appointed vice president 
in the trust department of MELLON NATIONAL BANK & TRUST 
Co. Wright attended Yale and Carnegie Institute of Tech- 
nology, and joined Mellon Bank in 1948 as investment officer. 


WILKES-BARRE—Lester E. Hall became vice president of 
FirST NATIONAL BANK and assumes charge of the investment 
department with responsibility for both the trust and bank 
portfolios. He has been associated with Harland W. Hoising- 
ton, Inc., investment counsellors at Princeton, N. J. since 
1947. Prior to that he was with Guaranty Company of New 
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arte: 


One of twin murals unveiled April 1 at Manufacturers National 
Bank, Lewiston, Me. Painted by Dean Cornwell on canvass in 
flaming color, they depict the activities of Maine’s original Indian 
tribes, the earliest traders, and the settlers who brought the skills 
and trades that laid the foundation for future economic growth. 





In new quarters of Trust Department of First National Bank of 
Minneapolis, Clarke Bassett, senior vice president and chairman 
of the Trust Committee, is shown (left) talking to vice president 
and trust officer Charles R. Miller. The bank recently moved into 
its new 28-story building, occupying the lower five-story base unit, 





York, Lazard Freres & Co. and other investment firms. He is 
a registered representative of the New York Stock Exchange. 
RHODE ISLAND 
PROVIDENCE—Named to the newly created post of estate 
planning officers at INDUSTRIAL NATIONAL BANK are Robert 
S. Allingham, Arthur D. Champlin, Jr., Donald K. Trescott 


and Douglas M. Watson; and Duncan C. Merriman and Paul 
R. Miller named asst. trust officers. 


TENNESSEE 
MORRISTOWN—HamiILTon NATIONAL BANK promoted J. 





W. A. BEAN 
Kitchener 


LESTER E. HALL 
Wilkes-Barre 


L. A. JENNINGS 
Dallas 








William Coles to trust officer in addition to his present title 
of vice president. 


TEXAS 


DALLAS—Lewellyn A. Jennings, Deputy Comptroller of the 
Currency, elected a senior vice president and member of the 
executive committee of REPUBLIC NATIONAL BANK. In 
Jennings became assistant National bank examiner in the 
office of the Comptroller, and except for military service of 
some eight years during which he handled many financial 
problems, he has been with that office. In 1952 he became 
First Assistant Deputy Comptroller. 


1929 


VIRGINIA 


FREDERICKSBU RG—President C. A. Kramer, FARMERs 
& MENCHANTS STATE BANK, also elected trust officer. 


CANADA 


KITCHENER, ONT.—WATERLOO TRUST & SAVINGS Co. ap- 
pointed Louis L. Lang board chairman to fill the vacancy 
created by the death of Ford S. Kumpf; Walter A. Bean 
appointed a vice president in addition to general manager. 














NEW NAMES, BRANCHES, 
POWERS and MERGERS 


Oxnard, Cal. — BANK oF A. LEVy., 
INc., has dropped the INc. from its name. 

Monterey & San Francisco, Cal. — 
CROCKER-ANGLO NATIONAL BANK estab- 
lished the first trust department on the 
Monterey Peninsula in April, tempor- 
arily housed in quarters adjoining the 
bank’s Monterey office at Alvarado Street 
and Bonifacio Place. President Paul 
Hoover commented that the increasing 
financial importance of the area had in- 
dicated need for a local trust department 
to serve residents and organizations and 
their attorneys. The trust department 
will be headed by trust officer Kenneth 
C. Pfarrer, assisted by Raymond A. Love, 
asst. trust officer. Pfarrer has been a 
member of the San Francisco trust de- 
partment for more than 30 years, and 
is a past president of the San Francisco 
Estate Planning Council. 

Chicago, Ill. — The merger of Harris 
Trust & SAVINGS BANK and CHICAGO 
NATIONAL BANK was formally approved 
by stockholders. Physical consolidation 
will take place October 24th. 1960 under 
the name and state charter of the for- 
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mer. Delay is required for completion of 
the enlarged Harris Bank building. 


Streator, Ill. — Trust powers have 
been granted to STREATOR NATIONAL 
BANK. 

Lewiston, Me. — The title of First 


NATIONAL BANK OF LEWISTON has been 
changed to First NATIONAL BANK OF 
LEWISTON AND AUBURN. 

Baltimore, Md. — Stockholders ap- 
proved consolidation of FIDELITY-BALTI- 
MORE NATIONAL BANK and MARYLAND 
Trust Co. to form BALTIMORE NATIONAL 
BANK, effective at close of business May 
27. Hooper S. Miles, chairman of the 
board and chief executive officer of 
Fidelity-Baltimore, will retain that 
status; Robert D. H. Harvey, president 
of Maryland Trust, will become vice 
chairman of the board, and Tilton H. 





HOopPER S. MILES 


TILTON H. DOBBIN 


Dobbin, vice president of Fidelity-Balti- 
more, will become president. 

Somerville, N. J. — Stockholders of 
SOMERVILLE TRUST Co. approved change 
of the institution’s name to SOMERSET 
TRUST Co. 

New York, N. Y. — The HANOVER 
BANK has sold its three buildings at 
60, 62 and 70 Broadway and has signed 
a long-term lease for the first six floors 
and two basements of 40 Wall Street, 
which will become the bank’s principal 
office. This becomes effective when Chase 
Manhattan Bank, present occupant, 
moves to its new headquarters building. 

Hanover’s principal office will serve 
corporate trust customers among others. 
The uptown office now under construc- 
tion at 350 Park Avenue will include per- 
sonal trust divisions. Facilities for sen- 
ior management will be located in both 
offices. 


A A A 


R. Bethel, estate 
sultant in the Trust Department of 
Security-Mutual Bank and Trust Co. 
St. Louis, addressed the Personne] Wo- 
men of Greater St. Louis on April 21. 
Her subject was “Yes, You Too Have 
an Estate.” 


e Miss Billie 
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EXECUTIVE PLACEMENT 








Individuals seeking positions in trust 
departments may have free listing 
(maximum seven lines). Responses 
to listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding. 


Man 29, A.B. Econ., 5 yrs. commercial 
banking, AIB courses, seeks South Caro- 
lina, North Carolina, Virginia place 
looking to trust new business. 65-1 


Trust officer-attorney from far west 
wishes to relocate in east or mid-west. 
Experienced in administration, taxation 
and estate planning. Seeking position in 
medium sized trust department. 65-2 


Former assistant trust officer, attor- 
ney, age 33, 5 years estate planning and 
administrative experience in both large 
and small trust departments. Member 
Michigan and Pennsylvania bars. Seeks 
position with opportunity in any size 
trust department. 65-4 


Young man, 30, married, A.B., LL.B., 
over 6 years trust administration expe- 
rience, some tax work. Desires position 
in growing Trust Department, anywhere 
for proper salary but prefers South. 
Military obligation satisfied. 65-5 


Trust officer, background of 20 years 
trust work, ten as executive head of de- 
partment. Fully qualified estate analyst- 
Federal estate tax, business development 
and complete administration of trust de- 
partment. Age 52. Will relocate. 64-4 


Assistant trust officer, 32, desires posi- 
tion as number two man in growing de- 
partment in charge of operations and 
personal trust administration. Seven 
years extensive experience in large de- 
partment. 64-5 


Experienced investment man available. 
Presently security analyst with multi- 
million dollar endowment fund. Previous- 
ly with leading southwest bank in trust 
and bond department. M.A. Economics. 
Age 41. Will relocate. 64-6 


Investment analyst. Top-level S.E.C., 
Government and Wall Street experience. 
College teacher; economist; statistician. 
Age 47, will relocate. 64-7. 


Experienced sales personality. Several 
years background of new business promo- 
tion, using estate analysis approach, 
with highly regarded trust company in 
Boston. Would make valuable addition 
to progressive trust department. Seeking 
to expand. 64-8 


Attorney, young, currently serving in 
estate planning capacity with N.Y. Stock 
Exchange firm, experienced in taxes, 
trusts, wills, investments. Seeks personal 


May 1960 


WANTED 
TRUST OFFICER 


Qualified in estate planning and 
administration to head Trust De- 
partment in growing New England 
bank. 
H-65-6, Trusts and Estates 
50 East 42nd St., New York 17 


TRUST EXECUTIVE 


Experienced Trust Officer about 45, sought 
by modern bank in Central Pennsylvania 
to administer and expand established Trust 
Department. 


Box H-65-7, Trusts and Estates 
50 East 42nd St., New York 17 








YOUNG TRUST MAN WITH WRITING TALENT 


An established New York bank advertis- 
ing agency is looking for a young man 
with a trust and/or legal background who 
would prefer a full-time, creative writing 
job on Will and Trust subjects to his 
present work. Position will be one of 
increasing responsibility and assures the 
right man of an excellent future. Write, 
stating age, qualifications and salary needs. 

Box H-65-3, Trusts and Estates 

50 East 42nd St., New York 17 











trust department or other estate plan- 
ning opportunity, New York or West 
Coast. 64-9 


Trust executive, 41, member New York 
Bar, presently second officer in 50 mil- 
lion department with wide responsibil- 
ity. Over 13 years experience in all 
phases trust work. Desires position as 
head of substantial trust department. 
64-10 


Trust officer, 38, currently head of 
trust department in small bank, 12 years 
experience in trust and estate adminis- 
tration, taxes, investments, stock trans- 
fer. Desires to become associated with 
Florida bank. 64-11 


Attorney, 35, presently with reputable 
law firm. Substantial estate planning 


TRUST OFFICER 


Virginia bank seeks man, preferably with 
smaller community background and in his 
early 50’s, to head modest size trust depart- 
ment. Present records and procedures ap- 
proach excellence and will file promises 
substantial increase in business. Salary at 
least $10,000 with opportunity to partici- 
pate in growth. 

Box H-65-8, Trusts and Estates 

50 East 42nd St., New York 17 








TRUST BANKERS 


If you are in any trust banking capacity 
(Trust/Estate Administration; Trust In- 
vestments; Corporate Trust; Estate Plan- 
ning, ete.) or are seeking personnel in 
these areas, our service should be of defin- 
ite interest to you. We specialize in plac- 
ing trust banking personnel & invite appli- 
cants & employer-clients to inquire in 
strict confidence. Send resumes, including 
salary & geographical area desired to Mr. 
Howard, to arrange for a mutually conve- 


nient appointment, or call BArclay 7-9000. 
Py Oo teens APPROACH 
TO PROFESSIONAL SERVICE" 


HOWAR ») 


PERSONNEL, INC 


50 CHURCH STREET -LOBBY 
NEW YORK 7, N. Y. 











and probate experience. Seeks affiliation 
with trust department or insurance com- 


pany. Will relocate. 64-12 
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CORRENT LITERATURE 


By RAYMOND F. GREGORY 
Seghers, Reinhart & McCall, New York 














Books 


Legal Instruments and Federal Taxa- 
tion: Second Edition 

ALFRED S. PELLARD and GERALD J. 

ROBINSON, Clark Boardman Co., Ltd... New 

York (loose-leaf volume; $20). 

Rapid change in the law of Federal 
taxation has made the first edition of 
this work, published in 1949, outmoded; 
the new loose-leaf format is designed to 
facilitate supplementation and maintain 
currency more effectively. The subject of 
this work includes the tax aspects of the 
documents the general practitioner pre- 
pares and of the transactions in which 
he participates. The fact that the general 
practitioner must have a working famili- 
arity with the tax laws to fully protect 
his clients’ interests hardly bears repeat- 
ing. 

The authors have not endeavored to 
cover the field completely. Rather, 
emphasis has been placed on the tax im- 
plications of common documents includ- 
ing wills and trusts, and basic business 
transactions including purchase and sale 
of assets, real estate transactions, and 
business dealings of corporations and 
partnerships. Illustrative of the text dis- 
cussion, each chapter contains sample 
forms drafted to achieve the desired tax 
result. The authors have included three 
chapters on practice before the Internal 
Revenue Service and two appendices set- 
ting forth the rules of the Service and 
of the Tax Court. 


The Improvement of Conveyancing 

By Legislation 

LEWIS M. SIMES and CLARENCE B. TAY- 

LOR, University of Michigan Law School, Ann 

Arbor (421 pp.; $5.00). 

Increasing dissatisfaction with the 
present system of transferring land 
prompted the publication of this treatise. 
The purpose of the authors has been to 
make available to legislative committees 
and bar associations proposed remedial 
legislation that will reduce the risks of 
conveyancing and to make title examina- 
tion less cumbersome and time consum- 
ing. The foundation of the model acts 
that are presented in this volume are 
the presently existing recording acts. The 
effects of possession, delivery of title, and 
other things extrinsic to the record are 
minimized. 

In preparing and drafting the model 
acts, the statutes of every state were 
examined and in some instances were 
made the basis of the acts. Among the 
model acts presented are acts concern- 


ing marketable title, mortgages, memo- 
randa of lease, corporate conveyances, 
lis pendens, option contracts, judgement 
liens, reversionary interests, and restric- 
tions on use of land. 


1960 Major Tax Planning 


Edited by JOHN W. ERVIN. Matthew Bender 

& Co., Inc., 205 E. 42nd St., New York 17 

(926 pp.; $17.50). 

The lectures presented during the pro- 
ceedings of the 12th Tax Institute of the 
University of Southern California have 
been expanded and documented for in- 
clusion in this work. This year, emphasis 
has been placed on the practical applica- 
tion of subchapter S provisions and re- 
cent developments affecting depreciation 
and collapsible corporations. The present 
Commissioner of Internal Revenue, Dana 
Latham, has written on the responsibili- 
ties of the Service in the collection of 
revenue. 

Subject to study and analysis in the 23 
papers presented are payments to widows 
of corporate employees, the valuation of 
stock of closely held corporations, de- 
ferred payment of estate tax, and re- 
cent developments in the taxation of 
trusts. 


Tax Problems Encountered in the 


General Practice of Law 

ROBERT ASH, American Bar Association, Chi- 

cago (64 pp.). 

This monograph is the latest edition 
to the American Bar Association’s ‘‘Eco- 
nomics of Law Practice Series.”’ The ob- 
jective of this series is to assist the at- 
torney in placing his practice on a basis 
that will tend to raise the economic 
status of the legal profession. The brev- 
ity of this work allows inclusion of the 
general principles of taxation only, and 
no attempt is made to examine in detail 
the Internal Revenue Code or the Treas- 
ury regulations. Its purpose is to ap- 
prise the attorney engaged in the general 
practice of law of the opportunities for 
tax saving and to warn him of the tax 
pitfalls incident to the legal problems 
that daily confront him. 

Some of the subjects considered are: 
tax questions attendant to the acquisi- 
tion, purchase and exchange of property; 
the taxation of partnerships and cor- 
porations; financial arrangements in 
marital relationships; and tax problems 
relating to guardians, fiduciaries, and 
decedents. 


The Question Marks of Property 
CHARLES E. GAINES. Research & Review 


Service of America, Inc., Indianapolis 9 (24 

pp.; 65¢). 

This brochure purports to determine 
the form of investment that will pro- 
vide future economic security. The au- 
thor’s main premise is that most people 
have sufficient income for their present 
needs and the only real problem is fu- 
ture income. He applies his “acid test” 


to the five major form of property — rea] 
estate, common stock, mutual f nds, 
bonds, and life insurance — and onl: the 
latter meets the test. This pamph' °+t jg 
intended for use by life insurance u:der- 
writers. 


Tax Saving Compensation Plans 


Commerce Clearing House, 4025 W. Peterson 
Ave., Chicago 46 (32 pp.; 50¢, minimum order, 
$1.00). 

This brochure features the anzlysis 
of the recently issued Revenue Ruling 
60-31 in which the Internal Revenue 
Service indicated that desired tax-say- 
ings are attainable for certain deferred 
compensation contracts. The full text of 
the ruling is included and three compen- 
sation plans wherein the deferment 
feature received approval are discussed, 
Presented are sample clauses illustrative 
of the form of an acceptable contract, 
and a commentary on means of funding 
the plans. 


ARTICLES 


Life Insurance Funding of Business 

Buy-Out Agreements 

RALPH R. NEUHOFF, M‘ssouri Law Review, 

January, 1960 (Columbia; $1.00). 

After briefly considering the general 
need for buy-out agreements and _ the 
methods frequently employed in arriving 
at an adequate purchase price, the au- 
thor launches into his main thesis which 
is that a great number of buy-out agree- 
ments provide for a fixed purchase price 
of a decedent’s interest without regard 
to the gains accruing to the corporation 
upon the collection of insurance pro- 
ceeds. He indicates that this type of 
agreement is unfair to the successor in 
interest because the purchase price fails 
to reflect the increase in corporate as- 
sets. 

The successors in interest may also be 
treated unjustly if the agreement does 
not provide for taking into account the 
cash surrender value of the policy cover- 
ing the life of the survivor. Through the 
use of graphs and charts the author 
demonstrates the inequities that may oc- 
cur and he discusses various methods of 
life insurance funding that may be used 
to mitigate the problem. 

Mr. Neuhoff’s purpose in writing this 
paper will be achieved if the reader is 
made aware that a realistic analysis of 
a proposed buy-out plan must be made 
if the discussed inequities are to be 
obviated. 


1959 Annual Survey of American Law 


New York University Law Review, February, 

1960 (Washington Sq. South, New York 3; 

$2.00). 

FUTURE INTERESTS, BERTEL M. SPARKS 

SUCCESSION, THomAs E. ATKINSON 

TRUSTS AND ADMINISTRATION, RUSSELL 
D. NILES 


The source of much of the recent de- 
(Continued on page 486) 
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An Examiner’s Views on 


Estate Plannin 


RICHARD A. SANDERS 


(eo 
oO 


Examiner, Federal Reserve Bank of Atlanta 


PERATING LOSSES OF A TRUST DE- 
Q partment and losses due to sur- 
charge (or compromise settlement to 
avoid court action and probable sur- 
charge) can materially affect the sol- 
vency of the bank of which it is a part. 
Furthermore, although no such losses 
may have occurred up to the date of the 
examination, policies and practices in 
force may be such that they unduly ex- 
pose the bank to future loss. It is a mat- 
ter of record that many serious losses 
suffered by fiduciaries have resulted 
primarily because of a faulty estate plan 
and/or faulty instrument set up as the 
guide for its implementation. Hence the 
examiner's interest in estate planning. 

The examiner is interested in knowing 
whether or not that the will or the trust 
agreement: (1) Unduly exposes the 
fiduciary to loss; (2) requires actions 
which create undue difficulties in admin- 
istration: (3) Provides adequate com- 
pensation. 


Words and Phrases 

An instrument generally is interpreted 
to mean just what it says — not what 
some one else believes the testator or 
trustor intended to say. In fact, even 
though evidence can be adduced extran- 
eously to prove with reasonable certain- 
ty an intention of a testator or trustor 
which is at variance with that indicated 
by the governing trust instrument, the 
latter generally is held to be binding 
upon the fiduciary. For these reasons 
authors of such instruments must exer- 
cise extraordinary care in the choice of 
words and phrases in the interpretation 
of the testator’s or trustor’s intent. Re- 
gardless of the skill and experience of 
the author, he would do his client and 
himself a service if he would solicit the 
editorial criticism of his client’s trust- 
man, insurance underwriter and account- 
ant. The instrument which is clear to all 
such interested parties is not likely to 
be the subject of a construction case. 


————— = 

*These remarks, taken from an address before a 
recent meeting of the Estate Planning Council of 
Mississip} i, do not neeessarily represent the policies 
or views of the Federal Reserve Bank. 
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While court and legal costs in con- 
struction proceedings generally are 
borne by the interested parties and/or 
the trust res, the fact remains that a 
fiduciary’s involvement in the case pro- 
duces extra work for which it is rarely 
recompensed. Furthermore—and_ what 
may be even more important, from the 
examiners viewpoint — the fact that 
construction cases are burdensome, time 
consuming, and costly tempts a fiduciary 
to make its own interpretation without 
proper court action. Also a knowledge 
on the part of the fiduciary that the in- 
tent actually was at variance with that 
disclosed by the governing instrument 
likewise may tempt the fiduciary into 
unauthorized acts. 





Express Powers 


A fiduciary would do well to consider 
long and thoughtfully before accepting 
any trust with respect to which needed 
flexible powers were not granted. Mere- 
ly by way of example, the instrument 
should include: 


1. Power to sell any asset, at its 
discretion 

2. Power to buy specific assets, at 
its sole discretion; e.g. (a) common 
trust fund units; (b) stock of own 
bank, if in keeping with intent of 
testator or trustor; (c) investments 
of concerns in which directors and 
officers of fiduciary institution are in- 
terested (again, if in keeping with 
intent of testator or trustor) 

3. Power to retain specific assets 
— even concentrations 

4. Power to determine income and 
principal with respect to stock divi- 
dends, rights, premiums and discounts, 
and proceeds of unproductive property 

5. Power to borrow and pledge 
trust assets 

6. Power to deliver or distribute in 
kind 

7. Power to invade corpus in sole 
discretion of fiduciary 


Exculpatory Clauses 
Knowingly or unknowingly a testator 
in effect asks his fiduciary to assume im- 
portant financial risks in the adminis- 
tration of his estate or trust. It obvious- 
ly would be inequitable to require him 


to provide immunity for his executor 
and trustee from loss as a result of any 
act (in fact, he probably could not do 
so since the courts probably would void 
such intended immunity as against 
public policy) but it is equitable that 
protection should be provided against 
unethical attempts of interested parties 
to surcharge a fiduciary upon the basis 
of some legal technicality, even though 
the fiduciary’s actions had been practi- 
cal, sound, and in good faith. 

Extraordinary duties or requirements 
of a fiduciary should be accompanied 
(offset) with specific exculpatory 
clauses, and every instrument should 
contain a satisfactory general exculpa- 
tory clause. 

If an institution is asked to serve 
under an instrument over which it has 
had no prior control, it would do well to 
base the decision as to whether or not 
to accept the appointment in part upon 
the existence or nonexistence of needed 
exculpations. 


Costly Administration 
Requirements 

The requirement that an estate or 
trust be administered in conjunction 
with one or more co-fiduciaries, or sub- 
ject to the approval of one or more other 
parties, is a most important cost factor. 
It likewise can adversely affect effective 
administration, what with the added 
difficulty of obtaining a meeting of the 
minds and the time element in reaching 
an accord. As examiners we see trust de- 
partments of similar size produce wide- 
ly varying net earnings. Not the least 
factor entering into such results is the 
amount of business each department 
handles as a sole fiduciary. In the long 
run a better job can be done by a sole 
fiduciary for the interested parties and 
with far more remunerative results in 
so far as the fiduciary is concerned. 

In reviewing an instrument for re- 
quirements and circumstances which 
would result in an unusual amount of 
administration effort and time, the fidu- 
ciary should, by way of example, deter- 
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mine that the method and frequency of 
income distribution is not unduly bur- 
densome, nor the requirements concern- 
ing accountings; where close-held com- 
panies must be continued or other per- 
sonal enterprises (such as a plantation) 
need to be administered in trust for any 
considerable time, adequate provision 
should be made in the governing instru- 
ment for the fiduciary to hire — at 
estate or trust expense — proper man- 
agement for such enterprises. 


Compensation 

It is virtually impossible to arrive at 
an equitable fee for administering an 
estate or a trust if the basis is some rela- 
tively inelastic rule of thumb based upon 
a percentage of income and /or principal. 
An equitable fee is the sum of actual 
costs plus a reasonable profit. Unreason- 
ably high costs—due to poor manage- 
meni 
tion, 
table result if the trust department with 
unduly high costs stays in business. 


will be shown up by competi- 
and correction will be the inevi- 


While it is not practical in all in- 
stances, a fiduciary institution should 
make every effort to determine its an- 
ticipated costs in the particular situa- 
tion and quote a fee accordingly—which 
if mutually acceptable should be incorpo- 
rated in the trust instrument. If the in- 
stitution has had no opportunity to ne- 
gotiate a fee basis prior to the formal- 
ization of the trust instrument, it should 
give the fee to be received its most care- 
ful study prior to acceptance of the busi- 
ness. Even in process of administering 
it, negotiations with interested parties 
often can bring about an adjustment of 
a fee arrangement if it is obviously in- 
equitable to the fiduciary. At least one 
trust company obtained with relatively 
little opposition an increase of annual 
fees in six figures after presenting the 
facts to the interested parties. 

Any fee arrangement should be set up 
on a flexible basis. No manufacturer of 
men’s dress shirts will quote a price for 
his shirts 20 years hence: nor should a 
fiduciary institution quote a price for its 
services 20 years hence. 


Accountings 


The examiner is much concerned with 
the type of accountings rendered by 
banks. He has a quasi-public duty to see 
to it that the fiduciary tells its trust 
beneficiaries the truth and the 
truth. He has a professional duty to see 
that the bank is effectively cutting off 
liability periodically for past adminis- 
tration. The determination of the solv- 
ency of a bank would be a most difficult 


whole 
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task if it administered a great volume 
of trust assets involving a large con- 
tingent liability by virtue of faulty ad- 
ministration in prior years not limited 
by proper accountings. 

It therefore behooves fiduciaries to 
provide adequate informaticn in its ac- 
countings, not only as a service to cus- 
tomers, but also as an important insur- 
ance against future liability. It would be 
wise to include in every trust instrument 
some agreement as to the character of 
accounting required by the trustor and 
an exculpation from future liability for 
any matters covered in such accountings 
not complained of by the accountees 
within a stated time. 
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LITERATURE NOTES 
(Continued from page 484) 


velopment in the law of future interests 
has been legislation. Professor Sparks 
notes that recent corrective legislation 
in the area of the rule against per- 
petuities indicates a return to the com- 
man law, and he cites as examples of this 
trend statutes in New York, Montana, 
and California. Current literature on the 
subject is also considered and cases en- 
volving reversionary interests, construc- 
tion problems, powers of appointment, ac- 
cumulation of income, and restraints on 
alienation are included among the de- 
cisions reviewed. 

Professor Atkinson has made a com- 
prehensive of significant de- 
cisions in the law of succession and dis- 
cusses them under three classifications: 
non-testamentary succession, wills, and 
probate and administration. Among the 
more unusual cases decided during the 
past year was an Chio decision involving 
a guided signature, and the admission to 
probate in Delaware of a “secret” will 
of a Greek national executed in Greece 
according to the Greek code. 

Dean Niles holds that “it may be a 
sign of the maturity of the law of trusts 
that most of the developments during the 
year related directly or indirectly to 


survey 


legislation.” Illustrative of this was en- 


actment in several states of statutes 
simplifying transfer of securities held 
by fiduciaries and adoption of clarifying 
acts relating to pour-over wills. The 
most important cases related to appor- 
tionment and allocation of stock divi- 
dends, creation, modification and _ ter- 
mination of trusts, powers and duties of 
trustees and decisions involving spend- 
thrift, constructive, and charitable trusts. 


Tax Aspects of Gifts in Family Plan- 
ning 


DAVID L. SAMUELS, Practical Lawyer, 
March, 1960 (133 S. 36th St., Philadelphia; 
$2.00). 


The estate planner requires more than 


a passing acquaintance of the law o. gift 
taxation. This field is ever changin; and 
its interrelationship with the incom: and 
estate tax laws presents an area ¢f in. 
creasing complexity. The author «¢ <am-. 
ines gift-making from three viewp ints: 
the application and computation ©” the 
gift-tax, the form of the gift transac. 
tion, and the use of gifts in estate »lan-. 
ning. The general practitioner wil. find 
that this article presents a genera’ sur. 
vey of gift taxes and indicates those 
areas where caution and exactin» re. 
search are requisite. 


Grantor Powers and Estate Taxation: 
The Ties That Bind 


WILLARD H. PELCRICK, Northwestern Uni. 
versity Law Review, November-December, 1959 
(Chicago 11; $1.50). 

The “Clifford” type trust has _ been 
widely used to effect income tax savings 
by splitting off to another taxpayer in- 
come from property originally owned by 
the grantor. Such benefits are obtainable 
although the grantor retains certain re- 
versionary interests, but a_ retained 
ownership interest is includible in the 
estate tax base. The writer here reviews 
estate tax rules on retained powers and 
compares these rules with the income 
tax regulations. This discussion leads to 
recommendations for changes in this 
area. 


Oil and Gas Royalties — What Law 
Governs Income and Principal Al- 
location 


AUSTIN FLEMING, Illinois Bar Journal, 
March, 1960 (424 So. 2nd St., Springfield; 
$1.00). 


Where oil and gas properties are lo- 
cated in one and the situs of a 
trust is another, a confiict-of-law prob- 
lem arises as to the law controlling the 
allocation of oil and gas royalties and 
bonuses between principal and_ income. 
Following a brief statement of the prob- 
lem, the author examines recent Illinois 
and Pennsylvania cases which held that 
the law of the situs of the trust is con- 
trolling. 


state 


Interchangeability of the Inter Vivos 
Trust and the Will — Various 
Tests of Trust Validity 
STEPHEN B. FLOOD, Michigan Law Review, 
February, 1960 (Ann Arbor; $2.00). 

The writer indicates that advantages 
of the inter vivos trust over the will 
and the practical potentiality of the inter 
vivos trust in estate planning. However, 
if the inter vivos trust is to become 4 
substitute for the will, the settlor must 
retain certain rights and powers of 
ownership, for the trust must 
the “ambulatory” feature inherent in 4 
will. This article offers an examination 
of the various tests employed in judging 
the validity of an inter vivos trust where 
in the settlor has reserved rights and 
powers of an owner, 
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QUOTES FROM ANNUAL BANK REPORTS* 


Bryn Mawr (Pa.) Trust Co. 


Inceme increased over 20% to a new 
high . . - In the past five years assets 
have increased over 125% in book value. 


First National Bank, Greensburg, Pa. 


Assets inereased 9.9% Common 
Trust Fund “A” (legal) showed assets of 
$1,400,853 with 187 trusts participating 

. Estate Planning Service found in- 
creased use by attorneys and their clients 
and a substantial number of wills and 
trust agreements were lodged with the 
bank... 


Farmers Bank & Trust Co., Laneaster, Pa. 


The Legal Investment Trust Fund, 
completing its fifth year, is meeting the 
objective of wider diversification of in- 
vestment and increased income to bene- 
ficiaries ... 


Oil City (Pa.) National Bank 

The Trust Department made final dis- 
tribution of a number of estates, paying 
very substantial inheritance taxes, how- 
ever, enough new business was secured 
to more than offset the amount paid out 
and distributed . 


Fidelity-Philadelphia Trust Co. 

Personal trust assets gained by $200 
million, the combined result of new busi- 
ness and market appreciation . .. The 
Estate Planning Division secured ap- 
pointments under future wills and trusts 
totalling $141 million . . . Our Common 
Trust Fund (discretionary), since its in- 
ception in 1940, has grown from $2,900,- 
000 to $116,000,000 at the end of 1959. 
To our knowledge, this is the largest 
fund of its kind in the United States. 
More important, however, the Fund has 
provided its participants with an effec- 
tive offset to the rising cost of living... 


First Pennsylvania Banking & Trust Co., 
Philadelphia 

The volume of new business was 
greater, amounting to $125,000,000, a net 
increase of $94,000,000. Our ability to 
show continued growth, despite termina- 
tions caused by deaths of beneficiaries, 
demonstrates our success in persuading 
distributees of terminated accounts to 
make new arrangements with us, and in 
attracting new business ... Pension and 
profit-sharing trusts continued their sub- 
stantial growth both from annual con- 
tributions and new plans ... Our Two- 
Fund Plan now has assets in excess of 
$39,000,000 . 


Provident Tradesmens Bank & Trust Co., 
Philadelphia 





New i:ecord highs in both income and 
New business Commissions which 
*Continu-d from page 385, April issue. 
May 1969 


recur each year now comprise about two- 
thirds of the total . . . The growth in 
income commissions has been brought 
about by a larger volume of business, by 
renegotiation of accounts paying sub- 
standard rates, by increased income in 
those accounts in which commissions 
are based on income, and by a rise in 
values of securities in those accounts in 
which commissions are calculated on mar- 
ket values ... New active accounts had 
aggregate value of over $75,000,000. . 
Will appointments had a present market 
value of more than $100,000,000 
Corporate Trust Department showed a 
marked increase in activity, much of 
it in stock transfer and dividend dis- 
bursing... 


Mellon National Bank & Trust Co.., 
Pittsburgh 


Further expansion of business and net 
operating earnings advanced for the sev- 
enth successive year. These results ob- 
tained in virtually all divisions . 


Pittsburgh National Bank 


The combined Trust Department (for- 
merly Fidelity Trust Co. and Peoples 
First National Bank & Trust Co.) has 
a staff of more than 400 people 
Market value of trust funds substan- 
tially exceeded one billion dollars repre- 
senting more than 11,000 accounts... 
The large accounts represent only 5% 
in number ... The Department acts as 
guardian for several thousand minors... 
and administers more than 300 philan- 
thropic trusts .. 


Berks County Trust Co., Reading 

In the last seven yers personal trusts 
have grown $48,150,645 to a total of 
$90,783,488 ($76,814,000 at end of 1958). 
This is a net increase, $22,246,818 hav- 
ing been distributed during the same 
period ... In 1959 $3,314,601 was dis- 
tributed compared to new trusts and ad- 
ditions totaling $17,284,409. Gross income 
of $384,022 compares with $346,974 a 
year earlier ... The Common Trust Fund 
of Legal Investments held $2,869,182 
from 1,066 trusts (a gain of 61%) and 
Legal Common Stock Fund held $1,776,- 
407 from 234 accounts (gain of 14%)... 


Northeastern Pennsylvania National Bank 
& Trust Co., Scranton 

The Trust Department opened 165 new 
accounts for a net gain in trust assets 
of $4,500,000... 


Third National Bank & Trust Co., 


Scranton 


Trust fund growth of $1,000,000 was in 
excess of trusts distributed .. . In- 
creased will appointments and 
ment management accounts 
sored a Finance Forum at which 
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Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 

They are but one reason why 
Wilmington Trust Company, 
as trustee, handles invest- 
ments: for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 

Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the N (ation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 











Shulsky, Hearst financial editor, spoke 
on Investments and Earl S. MacNeill, 
vice president, Merrill Anderson Co., on 
Wills and Estates. 


Industrial National Bank, Providence 


Volume of assets and number of ac- 
counts reached all-time highs . The 





TYPES OF ASSETS 
Managed by Trust Department 
Fort Worth National Bank 
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Common Trust Fund completed its third 
year with $9,228,000 from 373 accounts 
.. . Number and estimated value of will 
appointments increased... 


Rhode Island Hospital Trust Co., 
Providence 

More accounts Assets increased 
by $39,000,000 in 201 accounts ... More 
investment management business as well 
as trusts and estates, both these divisions 
having record activity ... Will file in- 
creased . .. Common Trust Fund ended 
its third year with $8,027,679 from 352 
accounts ...A group trust for pension 
and profit-sharing plans was launched 
with expected tangible results in 1960. 


South Carolina National Bank, Charleston 

Substantial growth continued, assets 
and income reaching new highs... More 
than 30 officers and employees are now 
on the Trust Department staff ... The 
two Common Trust Funds were merged 
and have 232 participating trusts 
Investment management accounts are in- 
creasing, as are pension and profit-shar- 
ing plans... 


First National Bank, Memphis 

Excellent year with substantial gains 
in earnings and number of trusts ad- 
ministered ... 48% increase in the num- 
ber of pension and profit-sharing plans. 
First American National Bank, Nashville 

Rapid growth of moderate-size trusts 
and estates. First American now man- 
ages over 650 accounts of less than 
$25,000 each ... In September we intro- 
duced the Family Trust plan designed 
for salaried and professional people . . 
It fuses together the best features of 
the living trust, life insurance trust and 
testamentary trust, encourages saving, 
makes easy the reinvestment of ac- 


cumulated earnings, and reduces © state | 
administration costs... 


First National Bank, Dallas 

Our Trust Department’s growth : : the 
Fifties was exceptionally gratifyin : 
Number of wills held increased 3! -folq 
since 1949. Pension and _ profit-sh ring 
trusts increased 2,600% and insu ance 
trusts 570% The Common ‘rust 
Fund, instituted in 1955, has exper? -nced 
a highly satisfactory growth... 


Republic National Bank, Dallas 


Assets in excess of one billion dollars 

Personal Trusts, Corporate 

and Employee Benefit Trusts have shown 

remarkable growth and indications point 

to an even greater growth in these areas 
in the period immediately ahead . 


Trusts 


Fort Worth National Bank 

Number of active accounts increased 
11.6% ... Carrying value of trust assets, 
primarily as a result of new business, 
increased 14.7% Gross _ earnings 
reached the highest point ever attained 
... The Department has 60 employees, 
including officers From helping to 
arrange hospitalization for an ill and 
elderly person to working out a personal 
budget for a young student, the Trust 
Department’s people spend much time in 
the little recognized but important per- 
sonal side of trust business The 
Combined Investment Trust for En- 
ployee Benefit Plans went into operation 
September 1... (A chart of the Types 
of Assets managed by the Department 
showed: Stocks (common and preferred) 
38.75%; Bonds 32.94%; Real Estate 
(surface and minerals) 15.84%; Mort- 
gages 5.75%; Miscellaneous 6.72% 





National Bank of Commerce, Houston 


Gratifying growth . . . Staff members 









Colonial-style Trust Department offices at South Carolina National Bank’s head 
Charleston, as reproduced in annual report. 
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and ( -rtified Public Accountants have 
effecte _ the necessary changes to provide 
added tiexibility in managing and ac- 
counti.2 for diverse trust activities. 
Trust beneficiaries will notice helpful 
chang» in reports reflecting 1960 opera- 
tions 
Walke: Bank & Trust Co., Salt Lake City 
Best year in history in the number of 
wills naming the Bank... 


Virgin:« Trust Co., Richmond 

Earnings, moderately below the record 
year 01 1958, were at a very satisfactory 
level New accounts exceeded the 
previous year by a substantial percent- 
age. . 


First National Exchange Bank, Roanoke 


An excellent year ... Assets increased 
12.2% and have more than tripled in 


the past ten years ... Trust activities 
are administered by a staff of 23 officers 
and employees, in addition to the staffs 
of the Investment and Executive Divi- 
sions... The 128 will appointments was 
a record number for the third consecu- 
tive year ... The Common Trust Fund 
has a value of $5,789,447 and 234 trusts 
participating . . . and has had a 64.6% 
principal appreciation in ten years. The 
fund now consists of 24.7% bonds, 12.8% 
mortgages, 2.6% preferred stocks and 
59.9% common stocks ... The value of 
pension and profit-sharing trust assets 
continued to increase... 


Pacific National Bank, Seattle 
Number of accounts at a new high... 
Increase in value of assets the greatest 


for any one year ... Gross income has 
trebled since 1950... 


Peoples National Bank of Washington, 
Seattle 


Assets now in excess of $200,000,000 
are being administered for 1,242 trust 
and estate beneficiaries .. . 


Seattle-First National Bank 


Steady growth reflects increase of over 
30% in the number of pension and profit- 
sharing plans ... The Investment Fund 
for Trusts, founded 8 years ago, now ex- 
ceeds $20 million with 900 trust accounts 
participating 
Peoples National Bank, Charlottesville 

Net increase in assets of $4,236,936 
-.»Common Trust Fund had book value 
of $2,542.418 with 287 accounts and has 
demonstrated the importance of maxi- 
mum safety and steady income for small 
and medium-sized accounts . . . Depart- 
ment has 30 full time officers and em- 
dloyees 


first National Bank, Danville 

Highly successful year 34 new 
accounts opened with assets in excess of 
56,800,000 . . Now serving 277 
Counts . 


ac- 


May 1950 








Photo from annual report of First National Bank of Memphis shows trust department 

officers reviewing progress (left to right): Christopher H. Williams, Jr., trust officer; Troy 

Beatty, Jr., senior vice president and trust officer; Joseph S. Sims, trust officer; Ira C. 
Denton, vice president and trust officer. 


First National Trust & Savings Bank 


.. The Common Trust Funds (equity 
Lynchburg 


and fixed income) were inaugurated Jan- 
35 new accounts opened with assets U#!y 31, 1959... 
of $3,574,000 . The market value of 
investments under the department’s 
supervision is in excess of $70,000,000 

500 accounts range in value from 
$10,000 to over $1,000,000 ... The Com- 
mon Trust Fund showed 2 market value 
of $5,923,000 with 171 participating 
trusts ... The Department has a staff 
of 18 officers and employees . 


Seaboard Citizens National Bank, Norfolk 

We have been gratified with the suc- 
cess of the two Common Trust Funds 
described in last year’s report, and par- 
ticularly by the benefits afforded the par- 
ticipating trusts The Department 
continues to grow... 


First National Bank, Madison 
First Wisconsin Trust Co., Milwaukee 
First National Bank, Oshkosh 


Lynchburg National Bank & Trust Co. 


71 new accounts opened and assets 
increased by $2,700,000 particularly from 
personal trust and investment agency 
acCcOUntS ..... 


Many new trust accounts were opened 
in these affiliates of the Wisconsin Bank- 
shares Corp. and substantial amounts 
were added to employee benefit plans in 
addition to the creation of new trusts of 
this kind. The First National Bank of 
Oshkosh devoted a major part of its 
Women’s Finance Forum to trust serv- 
MOB ss « 


Peoples National Bank & Trust Co., 
Lynchburg 

Activities continued to expand with 
substantial new will appointments and 
new business including current business 





In 1959 
summated in Nashville solely by 
report shows those participating in the payment of $18,197,400 for purchase of the Spur 


First American National Bank handled the largest cash transaction ever con- 


Nashvillians and Nashville firms. Photo from annual 


Distributing Co. (1. to r.): vice president and trust officer G. F. Cole, Jr.; trust officer 

Gleaves Love: Thomas W. Goodioe of Equitable Securities Corp., which organized the 

purchase; First American’s board chairman Parkes Armistead; Ralph Owen of Equitable; 
and attorney Cecil Sims, receiving the check. 
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TAX CREDITS 


(Continued from page 419) 


larger charitable bequest could make 
the Second Limitation applicable. 


Death Within 10 Years 


In effect, there is a third limitation 
on the tax credit in D’s estate. Sec. 2013 
introduces a graduated scale of credits 
extending over a ten year priod, i.e., 
100% of the lower of the first or sec- 
on limitation if D’s death occurs within 
the first or second years of T’s death, 
80°. if within the third or fourth years, 
and so on. Applying this formula to the 
foregoing example, the applicable credit 
of $9,450 under the first limitation 
would apply in full if D died within two 
years of T. If D’s death occurred within 
the third or fourth year the credit would 
be 80° > $9.450 or $7,560, etc. 


Successive Transferors 


The present Code permits further re- 
lief in the event more than two succes- 
sive deaths affect the same property with- 
in ten years. Assume T dies January 1, 
1955, D-1 on January 1, 1963, and D-2 
on January 1, 1965.'* In this sequence 
of events T remains the transferor as to 
D-1 and D-1 becomes the transferor as 
to D-2. Thus, D-2’s credit would be 
based directly upon the tax paid in the 
estate of D-1, plus, indirectly, that part 
of T’s tax which was allowed as a credit 
in D-1’s estate. 

This follows from that part of the 
Regulations which provides that for the 
purpose of the First Limitation the 
tranferor’s adjusted Federal estate tax 
shall include “(1) Any credit allowed 
the transferor’s estate for gift tax under 
Sec. 2012: and, (2) Any credit allowed 
the transferor’s estate under Sec. 2013 
*** on prior transfers *** within 10 
years before the death of the present 
decedent.”!® It also follows that if D-2 
dies on or after January 2, 1965, his 
estate would reccive credit based enly 
upon D-1’s tax because T’s death would 
have been in the eleventh year prior to 
D-2’s death.*° As to the three deaths 
within ten years, the applicable per- 


Regs. 20.2013-1(c) provides: ‘“ ‘within’ *** 
means ‘during.’ Therefore, if a death occurs on the 
second anniversary of another death, the first death 
is considered to have occurred within the two years 
before the second death.”’ 

19Regs. 20.2013-2(b). That is, either or both such 
prior credits, must be added back to D-1’s net Fed- 
eral tax to make his “‘adjusted Federal estate tax;”’ 
otherwise the credit for any tax other than the net 
amount of the immediately preceding estate would 
be lost. 

2oQuaere: If T’s death was followed by D-1’s death 
in two years, and D-2 then died two years later, 
would not D-2 receive 100% of the credit with re- 
spect to T’s estate tax, even though T died four 
years previously? See Regs. 20.2013-2(b) (2). 
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centage would be: 40% for D-1’s estate 
(T’s death eight years prior), and 100% 
for the estate of D-2 (D-1’s death two 
years prior) because the death of the 
immediately prior transferor controls 
the applicable percentage. 


Death Within Two Years After 


Another variation introduced by the 
’54 Code is the “death within two years 
after” credit. Fer example, assume that 
T, on January 1, 1955, and in contem- 
plation of death*! made a gift of proper- 
ty to D who died the next day, and T 
died a year later. D’s estate is entitled 
to a tax credit under the limitations al- 
ready stated, because the property also 
will be included in T’s estate for Federal 
estate tax purposes. Of course, if D’s 
estate had paid its tax before T’s death 
the credit in D’s estate weuld take the 
form of a claim for refund. Just why 
Congress allows only two years in this 
“reverse death” situation instead of the 
graduated ten years, is not apparent. 

The “reverse death” credit also may 
arise in this fashion: Assume T creates 
an irrevocable trust in which he re- 
serves the income for life and grants D 
a general power of ervointment: D ex- 
ercises the power in his will and then 
T dies within two years thereafter. D’s 
estate is entitled to a credit under Sec. 
2013, or a refund, because the same 
property likewise is taxed in T’s estate 
under Sec. 2036 “Transfers With Re- 
tained Life Income.” This corrects the 
contrary result which was reached un- 
der the 39 Code in the Yantes case.*? 


Multiple Transjerors 

The same tax credit principles apply 
when property is received by D from 
two or more transferors (T-1 and T-2), 
with some rather apparent adjustments. 
The first limitation is calculated separ- 
ately as to T-1 and T-2: the second limi- 
tation is determined by first excluding 
and then including the total value of 
both transfers; the amount of the second 
limitation is then apportioned between 
T-1 and T-2 in the the 
value of the transfer received from each 
bears to the total thereof.** (Using the 
“short” method above advocated for the 
second limitation the total value of the 
transfer would be calculated at the high- 


ratio which 


est rates applicable to it in D’s estate. 


Transfers Between Spouses 


This matter is now corrected as it 

“1T.R.C. 54 Sec. 2035. A similar result could oceur 
under Sec. 2037 “‘Transfers Taking Effect at Death,”’ 
and Sec. 2038 ‘“‘Revocable Transfers.”’ 

22st. of Yantes, 21 T.C. 830 (1954) aff’d. 220 F. 
2d 754. 


Regs. 20.2013-2(d) and 20.2013-3(c). 


should have been when the marit:| de. 
duction became effective in 1948 “+ ]p 
other words, Sec, 2013 applies to p: oper. 
ty transferred from one spouse 1) ap. 
other; for good and obvious reaso::s the 
values of both the estate of the firg 
spouse to die and of the transfor to 
the other spouse must be reduced | y the 
amount of any marital deduction which 
qualifies under Sec. 2056 of the Code, 
The effect of such adjustments would be 
clearly reflected in the first and second 
limitations. However, some unexpected 
advantages may develop as_ will be 
pointed out in a specific exampie de. 
scribed below. 


Tracing No Longer Required 


If any one of the many radical changes 
introduced by Sec. 2013 can be singled 
out as the most important or far reach- 
ing, surely it must be the elimination 
of the requirement of tracing. The °39 
Code limited deductions for previously 
taxed property to that which “can be 
identified as 
the decedent 
identified as having been acquired in 
exchange for property so received.” 

This did not mean, however, that 
every change in the form of property 
was fatal to a subsequent credit. For 
example, if T devised Blackacre to D 
who sold it and invested the proceeds in 
A company bonds which later were ex- 
changed for B company stock, the stock 
would have qualified as previously taxed 
property in D’s estate — if his book. 
keeping was clear and indisputable. But 
if D deposited the proceeds of Black- 
acre in his checking account with other 
funds and part of the commingled ac- 
count was spent for personal expenses. 
the credit often was lost for lack of 
ability to prove just what monies were 
used for which purposes.”® If the pro- 
ceeds of Blackacre went into D’s general 
bank account from which he repeatedly 
bought and sold various securities one 
can well imagine the intricate, if nol 
impossible, problems of identity. 

Even when the courts relaxed tracing 
requirements”’ there was no credit when 
the funds admittedly were lost, diss: 


Actually, some retroactive relief was provided 
by a special enactment of Congress in 1956, Publ. 
L. No. 417, 84th Cong., 2nd Session, whic! amended 
the ’39 Code by permitting the estate of the secont 
spouse to die to elect a tax credit similar to that now 
provided. The principal restrictions were: (a) Both 
deaths must have occurred within a space of tw 
years, and (b) It applied only if the second spouse 
died after December 31, 1951, and before August li 


1954.( Subtitle B, Est. & Gift Taxes, I.R.C. 1954 
became effective Aug. 16, 1954, per Sec. 7°51.) 
2539 Code, Sec. 812(c); Regs. 105, Sec. 51.41. 


*Rodenbough v. U. S., 25 F. 2d 13, 15 Am. Fed 
Tax Rep. 551; Farmers Loan & Trust Co. v. U- 
60 F. 2d 618. 

2J. Miller, 3 T.C. 1180; L. M. Schroeder, 13 T.C 
259; Frances Brawner, Executrix, 15 B.7.A. 1122. 
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pated. or became valueless. Thus, in our 
above -xample, if B company failed and 
its stk was worth nothing when D 


died. is estate received no previously 
taxed property credit because nothing 
was t.xed in his estate which could 
be idextified as having come from T’s 
estate. or the same reasons no credit 
was available for a life estate which 
T mig!i! have bequeathed to D. 

These results under the °39 Code 
empha ized two important shortcomings: 


(i) Identification (tracing) was, 
in part, only a matter of bookkeeping 
and there was no good reason to re- 
ward the sophisticated while penaliz- 
ing the uninformed under otherwise 
identical tax circumstances; 

(ii) By denying a credit because 

of inability to identify, or because of 
the total loss or destruction of previ- 
ously taxed property, the law failed 
to take into account the fact that D’s 
own taxable estate actually was in- 
creased through receipt or use of the 
previously taxed property. In other 
words, D’s own monies would have 
been spent for personal expenses or 
invested in the assets which became 
worthless, resulting in a decrease of 
his taxable estate. 
To correct the foregoing defects, Sec. 
2013 of the *54 Code eliminates all re- 
quirements of identification or actual 
taxability of previously taxed property 
in the estate of a present decedent (D). 
While it brings about some unusual re- 
sults in certain believe 
the overall plan is both sound and bene- 
ficial. 

For example, let us examine the typi- 
cal case set forth in the Regulations.7° T 
dies leaving Blackacre (worth $100,000) 
to D-1 for life, remainder to D-2, and 
the death of each within two 
vears of the other, D-1 being 56 years 
of age at the death of T. The Tables 
indicate a life estate factor of .44686 
while the remainder factor is .55312 — 
a total of 100%. 

The estate of D-1 is entitled to a tax 
credit based upon the transfer of a life 
estate to him of $44,688; corresponding- 
ly, the value of the remainder to D-2’s 
estate is $55,312. (If D-1 and D-2 die 
within the third to tenth years after T 
their respective credits are based upon 
0%, 60° or some lesser part of the 
same values in accordance with third 
limitation above noted.) D-1’s estate is 
‘titled to such credit even though he 
tad little or no opportunity to enjoy 
the income and regardless of the further 
‘act that the life estate is not taxable 
it his own estate. D-2 receives credit 


tenes 


situations, we 


occurs 


, Regs. 20.2013-4(a) Example 2, which in turn re- 
“8 to the Actuarial Tables in Reg. 20.2031-7 (f£). 
“Rudick, -upra Note 4. 
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based only upon a transfer for $55,312 
even though the entire $100,000 value 
of Blackacre is included in his estate: 
(if it is worth more or less than $100,- 
000 at D-2’s death, it is taxed accord- 
ingly). 

At first blush the foregoing procedure 
might appear to be a bizarre method of 
allowing such credits. But, admittedly, 
it would not be fair to allow more than 
100% credit for the same estate tax 
(of T). Viewed abstractly, it makes no 
difference to Internal Revenue whether 
the net death taxes on Blackacre come 
from the estate of T, D-l, or D-2; and 
the net balance left for the heirs — as 
a group likewise will be about the 
same. Individually, it could make a dif- 
ference, but it is a total tax and a total 
credit that is involved; the size of the 
estate and other variables would affect 
tax, or the total tax, regardless of 
credits. It is simply a matter of appor- 
tioning a credit to meet the vicissitudes 
of life. By permitting 100° credit, with- 
in the general framework of limitations, 
justice will be done, overall, because 
the actuarial tables are based on country- 
wide death statistics. In the final analy- 
sis, it meets the basic principle of con- 
serving estates which are subjected to 
repeated death taxes within a short pe- 
riod of time. 


A case in which injustice might result 
would be that of a life tenant whose 
estate was of insufficient size to pay a 
tax and thus use an available credit, fol- 
lowed by the death of the remainderman 
with a sizeable estate which needed the 
credit. The life tenant would not be a 
“transferor” as to the remainderman. 
yet the value of his life estate directly 
affects the value of the remainder, To 
correct this it would appear desirable to 
have new legislation providing that any 
unused credit of the life tenant would 
inure to the benefit of the remainderman 
who died within the time limitation. 
(To be continued ) 


PBA Trust Training School 
Will Cover Trust Operations 

The 1960 Trust Training School of 
the Pennsylvania Bankers Association 
will concentrate on trust operations. The 
School, now in its fourth year, will be 
held June 19-24 at Bucknell University. 

The lectures will include: “Vault Pro- 
cedures” by James P. Nunemaker, trust 
officer, Doylestown National Bank & 
Trust Co., and a co-director of the 
School for the past two years: “Account- 
ing Systems” by F. Leon Minker, senior 
trust officer, Berks County Trust Co., 
Reading; “Analysis of Assets” by Elmer 
S. Waizenhofer, trust officer, Mellon Na- 
tional Bank & Trust Co., Pittsburgh; 
“Basic Trust Records” by C. Leslie 
Applegate, Trust officer and assistant 
secretary, First Pennsylvania Banking & 
Trust Co., Philadelphia; “Marshalling 
New Assets” by Merle B. Mitcham, vice 
president and trust officer. First Seneca 
Bank & Trust Co., Oil City; and “Re- 
cording of Assets” by Elmer A. Doege, 
vice president and trust officer, Western 
Pennsylvania National Bank, McKees- 
port. The remainder of the curriculum 
will include lectures on cost analysis, 
common trust funds, court accounting, 
apportionments, insurance, nominee re- 
gistration, filing systems, real estate and 
mortgages, remittance systems and audit 
controls. 

The director of the 1960 School is 
William Gauer, vice president, Fidelity- 
Philadelphia Trust Co. 

A AA 

e Latest additions to the Trust Opera- 
tions Manual Suggestion Memos of the 
Pennsylvania Bankers Association in- 
clude: #69 Form for Information to De- 
termine Corpus Commissions; *70 State- 
ment of Principles of Trust Department 
Management; *71 Central Information 
Form on New Business; +72 Calculation 
of Income Accruals of Common Trust 
Funds. 
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ESTATE PLANNING COUNCIL ACTIVITIES 


A new council was organized March 
22 in Tampa, Fla. Officers elected at the 


first meeting are: Pres. — Jack T. 
Compton, C.P.A.; Ist Vice Pres. — 


James M. Kelly, assistant trust officer, 
First National Bank; 2nd Vice Pres. — 
Michel G. Emmanuel. attorney: Sec. 
Fred T. Rogers, C.P.A.; Treas. — Julian 
D. Halliburton, assistant trust officer, 
Exchange National Bank. 

On January 27 the Estate Planning 
Council of Berkshire County (Pittsfield, 
Mass.) was formed. Officers for the cur- 
rent season are: Pres. — Paul Fodder, 
vice president and trust officer, Agricul- 
tural National Bank; Vice Pres. — Ar- 


thur H. Gregory, attorney; Treas. — 


George P. Hunt. accountant; Sec. — F. 
R. LaGrotteria, attorney. 
Birmingham, Ala. — On April 6 Ed. 


M. Friend, attorney, spoke on “Redemp- 
tion of Stock for Payment of Estate 


Taxes under Section 303 of Internal 
Revenue Code.” 
Central Arizona (Phoenix) — On 


April 4 Marvin L, McCarthy, superin- 
tendent of advanced 
Northwest Mutual Life 
spoke on “Sub-Chapter ‘S’ 


underwriting. 
Insurance Co., 
— Corpora- 
tions Electing to be Taxed as Partner- 
ships.” 

On 


vice presi- 


Southern Arizona (Tucson) 
April 18 Robert F. Dewey. 
dent and senior trust officer, First Na- 
tional Bank of Arizona, discussed his 
recent publication, “Hidden Liabilities 
of Executors and Trustees” (cf. TRUSTS 
AND Estates, April 1960, page 312). 

Bakersfield, Cal. — On April 19 a 
panel of members discussed “The Estate 
of John Farmer.” Details as to personal 
data, property holdings, business inter- 
ests and the situation of Farmer’s son. 


Joe including the working arrange. 
ment between father and son and the 


participation of Joe in an implemeni 








Seal of Estate Planning Council 
of St. Louis. 











corporation — were sent to all organ- 
ization members beforehand. The panel, 
elected by the several groups within the 
Louis R. Dead- 
rich, moderator; William Swiney, at- 
torney; Francis McGee, C.P.A.; Carl 
Bryan, life underwriter; and Keith Stin- 


Council, consisted of: 


son, trustman. 

East Bay (Oakland, Cal.) — On April 
11 Russell D. Lapham, attorney, spoke 
on “Attribution Rules, Constructive 
Ownership of Stocks.” On April 26 the 
members held a “Bring Your Problem 
Luncheon.” 


Los Angeles, Cal. — On April 18 
John S. Schumann, C.P.A., spoke on 


“A New Look at Goodwill.” 

Southern California (San Diego) — 
On April 18 William R. Spinney, man- 
ager of the estate planning department 
of Title Insurance & Trust Co., Los 
Angeles, spoke on “The Effect of Title 
Holdings on Income and Death Taxes.” 
Current officers of this council are: Pres. 
— Charles Whiting. attorney (Admiral. 
U.S.N.R.) : Vice Pres. — Glen C. Lyons, 
Ci.3 Philip P. Martin, Jr.. 
assistant vice president and trust officer. 
First National Trust & Savings Bank. 

East Coast, Florida (Palm Beach) - 


Sec. — 





offices 
throughout 


Nevada 





492 


eee STATEWIDE FIDUCIARY SERVICE 


available to you 
and your customers 


FIRST 


NATIONAL BANK 
of NEVADA 





On April 21 George H. DeCario: 4j. 
ami attorney, spoke on “Estate P}; 
for the Professional Man.” 
Northeast Florida (Jacksonvill.) — 
the 


ning 


On April 7 program, unde _ the 
auspices of the trust officers, fe: ured 
the showing of a film, “Take the Mys. 
tery out of Wills” prepared by L -troit 
Trust Co. A discussion period fo! owed 
the film presentation. 

Southeast Florida (Miami) On 


April 27 the program included two 
guest speakers from the Univers:ty of 
Miami Tax Conference. Williain kK. 
Stevens, assistant vice president. First 
National Bank of Chicago. spoke on 
“Attribution or When You Can Be 
Taxed on You Don’t Get.” 
George D. Webster spoke on the gen. 


Income 


eral field of Estate Planning. 

Hawaii (Honolulu) — On April 2] 
Harold Nickelsen spoke on “Probate 
Proceedings from the Judge’s Point of 
View.” 

Fort Wayne, Ind. — On April 4 a 
panel discussed “Current Estate Prob- 
lems.” 

Indianapolis, Ind. — On April 21 the 
award winning film, “Golden Years,” 
was shown with Chet Huntley as nar. 
rator. 

Des Moines, lowa — On April 4 Har- 
old Pickford spoke on “Life Insurance 
during Our Time.” 

Baltimore, Md. — On April 6 a pane! 
discussed a hypothetical estate planning 
problem, outlines of which were distrib- 
uted to the 
were: Miss Emma S. Robertson, attor- 
ney: John P. Mollet, life underwriter: 
Ronald D. Ball, trust officer. First Na- 
tional Bank: Robert W. Black, C.P.A. 

Pioneer Valley (Greenfield, Mass.) — 
On April 5 David E. Birkhaeuser. assist- 
ant training agent, Massachusetts Mut- 


members. Panel members 


ual Life Insurance Co.; spoke on “The 
Insurance Underwriter’s Approach to 
Estate Planning.” The meeting was held 
in Amherst. 

Detroit, Mich — On April 12 Alan 
N. Polasky. professor of law, University 
of Michigan Law School, spoke on “The 
Use of Options, Trusts and Pour-Over 
Wills in Planning for Life Insurance 
Proceeds.” 

New Hampshire — On April 22 
Jotham D. Pierce, Portland, Me.. attor- 
ney. spoke on “Trusts for Education. 
The meeting was held in Concord. 

New York, N. Y. — At the April 25th 
meeting attended by approximately 
members, John M. Skilling, of the Wash 


ington law firm Lee. Toomey & Kent. 
spoke on Deferred Compensation 
(Continued on page 495 
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ESTATE TAX 


Partnership purchase agreement con- 
trols estate tax valuation. During de- 
pression, decedent persuaded his son, who 
had been in farming business with de- 
cedent, to remain in business, by promis- 
ing him partnership interest. In 1948 
partnership agreement was entered into. 
This provided that surviving partner 
could purchase decedent’s interest for 25 
per cent of net value of partnership as- 
sets. Upon father’s death, son elected to 
purchase interest at agreed value. Com- 
missioner included one-half of total ap- 
praised value of business in decedent’s 
estate. Estate paid tax and sued for re- 
fund. 


HELD: For estate. Partnership agree- 
ment was valid, binding agreement, en- 
tered into in good faith and at arm’s 
length for full and adequate consider- 
tion. Price fixed in agreement controls 
for valuation purposes. R. W. Davies, 
Exr. v. U. S., D. C. Utah, Mar. 30, 1960. 


Stock dividend includible in gross es- 
tate under alternate valuation election. 
At time of death, decedent was owner of 
substantial common stock holdings in 
corporation. Executor elected to use al- 
ternate valuation of gross estate as of one 
year after date of death. Within year 
corporation declared stock dividend and 
estate received additional shares. Estate 
contended stock dividend constituted new 
property and was not includible in de- 
cedent’s gross estate. 

HELD: For Commissioner. Stock divi- 
dend represents appreciation of old 
property and not newly acquired proper- 
ty. Stock dividend does not sever earn- 
ings and profits of corporation but adds 
to permanent capitalization. Stockholder 
tas nothing different than he had before 
declaration of dividend. Accordingly, val- 
le of stock dividend is includible in 
state, as representing appreciation of 
jroperty during year following de- 
dent’s death. Est. of J. Schlosser v. 
Comm., 3rd Cir., Mar. 30, 1960. 


Legal life estate with power to invade 
corpus qualifies for marital deduction. 
Under decedent’s will, his widow was 
tiven income from trust estate for life 
ind “right to use and spend any and all 
ifthe principal” of estate, if she so de- 


May 1960 
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sired. Trust was to terminate as to that 
part of principal paid to her. Estate 
claimed marital deduction for interest 
passing to surviving spouse. Commis- 
sioner denied deduction. District Court 
upheld Commissioner. 

HELD: District Court reversed. Under 
decedent’s will, surviving spouse re- 
ceived unrestricted power to use all or 
any part of principal. By providing that 
trust was to terminate as to that part 
of principal paid to wife, testator evi- 
denced his intention to divert from re- 
mainder interests withdrawals from 
corpus. Under state law, surviving spouse 
had power of appointment over principal, 
entitling estate to marital deduction. Z. 
G. Hoffman, et al., Exrs. v. 
3rd Cir., Apr. 11, 1960. 


McGinnes, 


Transfer in trust with income for 
maintenance and support of wife includ- 
ible in gross estate. Decedent established 
irrevocable trust, retaining no power to 
alter terms of trust or in any way to 
control activities of trustee. Trust in- 
come was payable to decedent’s wife for 
life for her maintenance and support, and 
upon her death to his adult son for his 
maintenance and support. Commissioner 


included value of trust in decedent’s es- 
tate as transfer with life 
tained. 


income re- 


HELD: For Commissioner. Income of 
trust was restricted to be used in satis- 
faction of decedent’s obligation to sup- 
port his wife. This amount would have 
been required under law for such sup- 
port. Transfer was includible in de- 
cedent’s estate as transfer with retained 
life estate. Est. of W. H. Lee v. Comm., 
33 T.C. No. 120, Mar. 25, 1960. 


Gifts not in contemplation of death. 
Decedent suffered two heart attacks with- 
in period of two months and died at age 
58. Eighteen months before, he had made 
gifts to his children. At time of trans- 
fers, he was generally in good health, al- 
though some four years before he had 
undergone thyroidectomy and appen- 
dectomy, and he was receiving “shots” 
to rehabilitate anemic condition of his 
blood due to alcoholism. In his will, un- 
der which his entire estate was left to 
his wife, he referred to fact that he had 
already made provision for his children. 
Attorney testified that this statement was 
standard form he used in all wills drawn 
for his clients. Commissioner included 
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gifts in decedent’s estate as transfers 
made in contemplation of death. 


HELD: For estate. Gifts were not in- 
cludible in estate since they were moti- 
vated by desire to create and maintain 
good family relationships by providing 
financial assistance to children, to carry 
out promises and plans, to provide home 
for his son near him, and to furnish ade- 
quate income for daughter. #. P. Metz- 
ger, Exr. v. U. S., D.C. N. D. Ohio, Mar. 
18, 1960. 


Prompt assessment requests do not 
apply to beneficiaries. Beneficiary of es- 
tate requested assessment of her own 
of request. Commissioner failed to make 
assessment within such time. Later, as- 
sessment was made. Taxpayer-beneficiary 
opposed Commissioner’s action on ground 
that assessment was not timely made, 
and was barred under Section 275 (b) 
of 1939 Code (Section 6501 (d) of the 
1954 Code). 

HELD: For Commissioner. Prompt as- 
sessment provisions of taxing statute ap- 
ply to income of decedent during life- 
time or of estate during administration, 
but not to assessment in beneficiary’s 
own return. R. M. Schubert v. Comm., 
33 T.C. 118, Mar. 23, 1960. 


INCOME TAX 


Purchase of annuities by tax-exempt 
employer. Taxpayer was radiologist for 
two tax-exempt hospitals. His compensa- 
tion was measured by percentage of 
charges made by hospitals for X-ray 
services. In 1954, hospitals ceased to pay 
taxpayer in cash, and in lieu thereof 
used funds due him to purchase annuities 
for him. Taxpayer did not report as in- 
come premiums paid on his behalf 





for annuities. Commissioner determined 
amounts were taxable. 


HELD: For Commissioner. Under 
special provision of Section 403 (a) of 
1954 Code, where tax-exempt organiza- 
tion purchases annuity for employee, 
such purchase can be non-taxable in 
whole or in part to employee at time of 
purchase. However, use of current com- 
pensation of employee, which is avail- 
able to him without substantial limita- 
tion or restriction, is not within intend- 
ment of Section 403 (a), and will not 
qualify for exclusionary treatment. M. 
Zeltzerman, et al., v. Comm., 34 T.C. No. 
8, Apr. 18, 1960. 


Payments to widow constitute gifts 
under 1954 Code. Corporate employer 
paid deceased employee’s spouse $50,000 
over period of twelve months. Commis- 
sioner determined that amount repre- 
sented income to widow, Widow paid tax 
and sued for refund which District Court 
allowed. 


HELD: District Court affirmed. Hus- 
band had been fully compensated for 
services rendered by him during life- 
time. Payment was not made under ob- 
ligation or in consideration of husband’s 
past service. Amounts received, therefore, 
represented gift to widow under 1954 
Code. U. S. v. Reed, et al., 6th Cir., Mar. 
7, 1960. 


Legal expenses incurred by beneficiary 
to compel trust distribution not de- 
ductible. Taxpayer-beneficiary of testa- 
mentary trust incurred legal expenses in 
connection with suit to obtain allocation 
and distribution to her of part of certair 
stock acquired by trust in tax-free cor- 
porate reorganization. Taxpayer claimed 
expense as deduction in her individual 
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income tax return. Commissioner 
lowed deduction. 


HELD: For Commissioner. If 
payer had prevailed in state court, « 
bution would have been tax free t 
Since legal expenses were not incur 
transaction to obtain taxable ir 
they were not deductible. Moreove 
penses were not deductible on g 
that they were incurred to conserve 
erty, because taxpayer was not s 
to establish her basic interest in 
which was not in dispute, but rat} 
establish additional equitable cla 
partial distribution of corpus of 
Comm. v. A. D. J. Burgwin, 3rd 
Mar. 31, 1960. 
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Life tenant beneficiary not entitled to 
depreciation on construction by tenant. 


Taxpayer was beneficiary for lif 


eof 


testamentary trust. Trust property con- 
sisted of land which decedent had leased 
for long term. Tenant constructed build- 
ing whose useful life extended beyond 


term of lease. Taxpayer claimed deduc. | 


tion for depreciation which was disal- 


lowed by Commissioner. 


HELD: For Commissioner. Beneficiary 
had no interest in building that would 
suffer economic loss as result of physical 
deterioration of building. Moreover, no 
deduction for amortization of leasehold 
was allowable. R. M. Schubert v. Comm., 


33 T.C. No. 118, Mar. 23, 1960. 


GIFT TAX 


Gift tax exclusions for gifts to minors 
liberally interpreted. Donor made gift of 
160 acres of land in trust for benefit of 


his six minor grandchildren. 
sioner contended that gifts did not 


Commis- 


qual. 


ify for annual exclusions under Section 
2503 (c) of 1954 Code, because they did 
not clearly meet requirements of trusts 


for minors under this section. 


HELD: Annual exclusion allowable, 
Although resort to court of equity might 


be required so that (1) income of 


trust 


might be expended by or for benefit of 
donee before his attaining age of twenty- 
one years, and (2) would, to extent not 
expended, (a) pass to donee upon his 
attaining age of twenty-one or (b) in 
event donee died before age of twenty- 
one, it would be payable to his estate or 
as he might appoint under general power 


of appointment, principles of 


equity 


should be applied in interpretation of 
Section 2503 (c). I. De Concini v. Wood, 


D.C. Ariz., Jan. 28, 1960. 
A A A 


CANADIAN WOMEN URGE TAX RELIEF 


The Business & Professional Women’s 
Clubs of Ontaric has recommended in 
brief that a transfer of up to one-half 
of a husband’s estate to his wife should 
be exempt from Succession Duty on the 
theory that the wife earned this share 


during the marriage partnershi} 
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COUSCIL ACTIVITIES 


Continued from page 492) 


Rochester, N. Y. — On April 23 the 
Council sponsored a forum on Estate 
Analysis and Tax Planning. In_ the 
morning three C.P.A.’s explored typical 
estate situations: Owner of a business; 
A Professional Man; A Corporate Ex- 
ecutive. The speakers were Stanley Dye, 


moderator; D. Robert Nicholson and 
Alvin Birnbaum. In the afternoon Law- 
rence G. Knecht, Cleveland attorney. 
discussed phases of estate and tax plan- 
ning as interpreted by an attorney spe- 
cializing in this practice. 

Fargo-Moorhead, N. D. — On April 
11 “Joint Tenancy” was the subject for 
discussion. James E. Leahy, trust officer, 
Merchants National Bank & Trust Co.. 
Fargo. presented the topic. 

Cleveland, Ohio — On April 11 Terry 
Sawyer. attorney. discussed before the 
Cleveland Society of Estate Analysts 
some aspects of the “Cy Pres” doctrine. 
particularly the extent to which the 
courts will deviate from the black-and- 
white dispositive terms in charitable 
and private trusts. 

Rhode Island (Providence) On 
April 25 Raymond Reisler, New York 
attorney, was the speaker. Mr. Reisler 
is chairman of the Committee on Un- 
lawful Practice of the Law of the New 
York Bar Association and a member of 
the Standing Commiitee on Unauthor- 
ized Practice of Law of the American 
Bar He represents that 
Association on the National Conference 


Association. 


of Lawyers and Life Insurance Com- 
panies and the National Conference of 
Lawyers and Adjusters. 

Dallas, Texas — On April 14 Ethan 
B. Stroud, attorney, spoke on “Using 
Corporate Dollars in Personal Estate 
Planning.” 

El Paso, Texas — On April 19 Sam 
Moore, attorney, discussed the new cor- 
porate election to be taxed as a partner- 
ship under subchapter ‘S’ of the In- 
ternal Revenue Code with special empha- 
sis on the use of the election in estate 
planning. 

San Antonio, Texas — On April 19 
Robert W. Strain, C.L.U., C.P.C.U.. 
spoke on “Insurance Supervision in 
Texas: A New Leaf.” Mr. Strain is a 
member of the State Board of Insur- 
ance in Austin. 

Toronto, Ont. — On April 5 Eric 
Muir of Eric J. Muir & Associates. Ltd., 
discussed further the reasons behind the 
‘olutions offered for the hypothetical 


lent who has been a continuing sub- 
Ject. 
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Fiduciaries Elect 


Corporate Fiduciary Association of 
Southeast Florida (Miami) : 


President: Donald R. Thompson, trust 
officer, First National Bank of Miami 

Vice Pres.: Walter A. Wrase, trust of- 
ficer, First National Bank in Fort 
Lauderdale 

Sec.-Treas.: Glen E. Smith, Miami 
Beach First National Bank 


Corporate Fiduciary Association of 
Chicago: 

President: R. Emmett Hanley, senior 
vice president, City National Bank & 
Trust Co. 

Vice Pres.: William O. Heath, vice 
president, Harris Trust & Savings Bank 

Sec.-Treas.: Robert C. Lee, vice presi- 
dent, Chicago Title & Trust Co. 
Corporate Fiduciaries Association of Bal- 
timore City: 

President: Ronald D. Ball, vice presi- 
dent, First National Bank of Baltimore 

Vice Pres.: James G. McCabe, vice 
president and trust officer, Fidelity-Balti- 
more National Bank 

Sec.-Treas.: Earl H. Lentz, trust offi- 
cer, Equitable Trust Co. 


Bergen County (N. J.) Corporate Fidu- 
ciaries Association: 

President: John P. Rose, trust officer, 
Hackensack Trust Co. 

First Vice President: William R. Mul- 
ligan, trust officer and treasurer, North 
Jersey Trust Co., Ridgewood 

Second Vice President: Raymond J. 
Garrison, assistant trust officer, Citizens 
First National Bank & Trust Co., Ridge- 
wood 

Secretary: Richard B, Alsaker, as- 
sistant trust officer, Palisades Trust Co., 
Englewood 


Treasurer: William P. Sheridan, vice 
president and trust officer, People Trust 
Co. of Bergen County, Hackensack 


Corporate Trustees Association of Wash- 
ington: 

President: Luther C. Fendler, vice 
president and trust officer, Old National 
Bank, Spokane 

Vice President: John T. Glase, vice 
president and manager of the trust de- 
partment, National Bank of Commerce, 
Seattle 

Secretary-Treasurer: C. R. Lee, ex- 
ecutive secretary of Washington Bankers 
Association 


A A A 


e Louis H, Pilie, CPA, of New Orleans, 
has been nominated as president of the 
American Institute of Certified Public 
Accountants. Mr. Pilie is a senior part- 
ner in the accounting firm of Barton, 
Pilie, Hughes and Jones. 

Also announced was the nomination of 
four vice presidents: Herman W. Bevis, 
Greenwich, Conn.; Clifford V. Heim- 
bucher, San Francisco; Homer L. Luther, 
Houston; Thomas D. Flynn of New York 
was renominated as treasurer. The nomi- 
nations will be submitted to the Insti- 
tute’s annual meeting in Philadelphia 
next September. 


A A A 


IN MEMORIAM 


Boston, Mass. — Epwarp A. BULLARD, 
vice president and treasurer of STATE 
STREET BANK & Trust Co., whose duties 
at time of death included supervision of 
the installation of a computer system for 
the Personal Trust and Corporate Trust 
divisions. 
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ALBERT F. LANG who nearly 
half a century ago persuaded major 
league ball clubs to take spring training 
in Florida and who was known as Mr. 
Baseball there, left an estate estimated 
at one and one quarter million dollars. 
He named 22 individuals to receive vary- 
ing cash amounts totalling approximately 
$230,000 and the children’s Home Society 
of Jacksonville to receive a $100,000 cash 
bequest. The will sets up three trusts. 
One trust of $100,000 is provided for a 
nephew and his wife and the principal 
of the trust is to be distributed, after 
the death of the two beneficiaries, to 
their two provided they have 
reached the age of 31. From the income 
and principal of a $75,000 trust, the 
widow of a nephew of testator’s wife is 
to receive $400 a month for life. The 
third trust establishes a $200,000 
scholarship fund for St. Petersburg boys 
who wish to attend Florida Presbyterian 
College. The residue of the estate is 
divided among a niece and three grand- 
nephews and nieces of Mr. Lang’s de- 
ceased wife. The Florida National Bank 


sons 


of Jacksonville is named executor and 
trustee. 
JAMES WATSON WEBB, founder and 


board chairman of the insurance firm of 
Webb & Lynch, and one of the country’s 


outstanding polo players during the 
1920’s, bequeathed a number of cash 


legacies to charities, including the Dia- 
betes Foundation which receives $25,000. 
During his life, Mr. Webb had pledged 
four annual payments of $25,000 to Nor- 
wich University, the first payment hav- 
ing been made in 1958, and in his will 
he directed his executors, Bankers Trust 
Co. of New York and one of his sons, 
to pay the University a sum equal to 
the annual payments remaining unpaid 
at his death. The executors are to pay 
$140,000 to decedent’s children and 
$10,000 to each of his twelve grandchil- 
dren, and, after consulting with testator’s 
widow, they are to distribute $30,000 
among employees. 

Testator’s 4000 acre Vermont estate, 
which he describes in his will as the 
major part of his estate, is left to his 
wife for life and the remainder to his 
three sons or their surviving issue. 
“Moultrie Plantation” in South Carolina 
is similarly devised. 

Fifty-five per cent of the residue is to 
be distributed to his issue surviving per 
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stirpes, and forty-five per cent among 
five charitable institutions; the Electra 
Havemeyer Webb Fund, Yale University, 


Norwich University, Shelburne (Vt.) 
Museum, and New York Zoological 
Society. 


MICHAEL F. DOYLE, international law- 
yer and recipient of the highest honor 
that can be bestowed on a Roman Cath- 


olic layman — Papal Chamberlain of 
Cape and Sword, directed — _ that 
the bulk of the estate be used to 


finance several charitable and religious 
projects in which he was interested. His 
will also provides for a $10 per month 
annuity for his brother and payment of 
$2,000 to a seminary or convent which 
any of his brothers’ children or grand- 
children enter within one year of his 
death. The executors are also directed 
to pay a sum equal to three years’ salary 
to any person who, at the time of testa- 
tor’s death, has been in his employ for 
ten years. 

Two gifts of $50,000 are made to Gen- 
eral of the Order of the Augustinians, 
the Franciscan Commissary of the Holy 
Land, and the Archbishop of Philadel- 
phia as trustees, one to purchase for the 
Catholic Church the place of the Cenacle 
in Jerusalem where the Last Supper oc- 
curred, and the other to be used for the 
restoration of the Church of the Holy 
Sepulchre, also in Jerusalem. One of the 
bequests to the Philadelphia Board of 
City Trusts, in the amount of $5,000, is 
to be applied toward the restoration of 
the building which Thomas Jefferson oc- 
cupied and in which the Declaration of 
Independence was written. By codicil ex- 
ecuted earlier this year, Mr. Doyle di- 
rected the transfer of his interest in 
lands and lakes in County Kerry, Ireland, 
to the government of Ireland to be main- 
tained in their natural condition as a 
heritage to the Irish people. The residue 
of the estate is bequeathed to John 
Cardinal O’Hara, Archbishop of Philadel- 
phia, for such charitable purposes as he 
may designate. The Girard Trust Corn 
Exchange Bank of Philadelphia and an 
individual are named co-executors. 


Other recent corporate fiduciary ap- 
pointments reported to T&E: 


FRANK F. BAKER, publisher of Tacoma 
News-Tribune: Bank of California, Ta- 
coma, executor-trustee, 


CLARENCE G. WELLINGTON, eX€ utiye 
editor of Kansas City Star: Cit Ng. 
tional Bank and Trust Co., Kansas City, 
Mo., coexecutor-cotrustee. 

WILLIAM J. JENKS, former pre ident 
and chairman of Norfolk & W- ster, 
Railway: First National Exchange Bank 
Roanoke, executor-trustee. 

Cot. M. ROBERT GUGGENHEIM, forme 
Ambassador to Portugal: Americzn Se. 
curity & Trust Co., Washington, D.C. 
coexecutor. 

JOSEPH HOWELL, former president of 
Virginia-Carolina Chemical Corp.: The 


Bank of Virginia, Richmond, coexccutoy. 
cotrustee, 
A A A 


“Double Eagles” Found 
in Estate 
A total of 6,058 gold pieces, all $20 


“double eagles,” was included in the 
million dollar estate of Stanley R. Pierce. 





retired Chicago commodity broker, who | 


died last Christmas day. 

The collection of $20 gold pieces, which 
Pierce had buried in the yard outside 
his home, has a face value of $121,160 
but has been appraised for numismatic 
purposes at $203,302, according to Con- 
tinental Illinois National Bank & Trust 
Co., executor. The University of Chicago 
is sole beneficiary of the estate. 

Since the Federal Government has de- 
clared the coins to be collectors’ items, 
they will be sold at public auction o 
to a private purchaser, depending on 
which method will gain more for the es- 
tate. 

The gold was uncovered when a mem. 
ber of Continental’s trust department. 
making a routine examination of Pierce’s 
home, found in his desk a slip containing 
the combination of a safe. The safe, lo- 
cated in an outbuilding, yielded a memo- 
randum giving the location of three 
caches of gold which Pierce had stored 
underground in cloth bags inside water- 
proof containers. Pierce left no _ ex- 
planation among his personal effects as 
to why he had collected the gold and 
buried it. 





Grace Ritzman contemplates 1,001 “double 


eagle” $20 gold pieces at Continestal Illi 

nois National Bank and Trust Co.. part of 

collection of 6,058 double eagles left by 

Stanley R. Pierce whose estate is | cing ad: 
ministered by the bank. 
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LEGISLATION AFFE¢ 


riNG 


rRUSTS AND ESTATES 


(First 1960 Report) 


ALASKA 
Ch. 64: Amends Sec. 61-14-5 to per- 
mit c urt to authorize executor or ad- 
minisi:ator to sell real estate for pur- 
poses of distribution, whether or not 
personal property has been sold, if in 
best interests of estate or beneficiar- 
ies. 
ARIZONA 
S.B. 47: Adds Sec. 14-626.01, to pro- 


vide for filing vouchers by executor or 
administrator, or trustee, substituting 
certified copies and destruction by clerk 
of court after certain period of time. 

Ch. 63: Clarifies Sec. 14-455, requir- 
ing additional bond on sale of real es- 
tate by executor or administrator. 


GEORGIA 
Ch. 447: Makes bonds of Jekyll Island 
State Park Authority legal investments 
for fiduciaries. 
Ch. 563: Amends Gifts of Securities 
to Minors Act to include within defini- 
tion of “security” shares of federal sav- 


ings and loan associations and state 
building and loan associations. 
Ch. 650: Provides that where dower 


is set apart with respect to land on 
which there is recorded option to pur- 
chase or contract to sell, it is subject to 
rights of grantee. 

KENTUCKY 

S.B. 75: Amends Sec. 386.020 to make 
obligations of Federal land banks, Feder- 
al intermediate credit banks and banks 
for cooperatives legal investments for 
fiduciaries. 

S.B. 180: Repeals Sec. 381.220 (rule 
prohibiting suspension of the power of 
alienation); adopts common law rule 
against perpetuities, as modified by the 
wait-and-see doctrine (measurement by 
actual events) and cy pres (reforming 
violative interest to approximate inten- 
tion); exempts pension trusts; abolishes 
determinable fee and possibility of re- 
verter, converting them respectively into 
fee subject to right of entry for condition 
broken and right of entry; provides right 
of entry may be created in anyone; ter- 
minates rights of entry after 30 years; 
provides existing possibilities of re- 
verter and right of entry may be kept 
alive after 30 years by re-recording be- 
fore 1965. 

§.B. 163: Permits fiduciaries to invest 
inloans, notes or bonds insured by Feder- 
al Housing Administrator. 

§.B. 184: Amends Sec. 424.340 to dis- 
bense with newspaper notice to present 
‘aims arainst estate where estate is less 
than $1,500. 
| 8.B. 223 & 224: Make Turnpike bonds 
gal investments for fiduciaries. 

8B. 255: Amends Uniform Gifts to 
Minors Act to include gifts of life in- 
surance, 


May 1960 


H.B. 95: Amends Sec. 140.080 to pro- 
vide $10,000 inheritance tax exemption 
for an infant child by adoption (same as 
infant child by blood). 

H.B. 179: Requires perpetual-care 
cemeteries to establish irrevocable trust 
in bank of specified sums for perpetual 
care, 

H.B. 389: Provides comprehensive 
scheme for escheat of all personal proper- 
ty unclaimed for seven years. 

H.B. 520: Makes TVA obligations legal 
investments for fiduciaries. 

S.R. 55: Directs Legislative Research 
Commission to study and to recommend to 
the 1962 legislature comprehensive over- 
haul of state inheritance and estate tax 
laws. 

MARYLAND 


Ch. 44: Adopts wait-and-see doctrine 
in applying rule against perpetuities to 
interest to take effect after termination 
of life estate(s), validity to be deter- 
mined on basis of facts as of such date; 
permits lopping off of period in excess of 
age 21 if such would violate rule. 


MICHIGAN 
Ch. 8: Amends Sec. 709.35 
mortgagees to release estate 
bility without releasing lien, 


to permit 
from lia- 


NEVADA 


Ch. 189: Amends Secs. 139.010, 139.040 
and 139.505, to require administrators 
to be residents of Nevada; and by ad- 
vancing priority of appointment of pub- 
lic administrators as administrators of 
intestate estates ahead of creditors who 
have become such during lifetime of de- 
ceased. 

Ch, 241: Amends Sec. 133.220, relating 
to interests acquired after execution of 
will, to make it clear that such interests 
shall pass in like manner as if they had 
been acquired prior to making will, if 
such should manifestly appear by will to 
have been intention of testator. 


NEW YORK 
Ch, 301: Amends Sec. 68 Banking Law 


to charge employee welfare funds $50 
for filing required annual statement with 
superintendent of banking ($25 if an- 
nual contribution to fund is less than 
$30,000). 

Ch. 311: Makes obligations issued or 
guaranteed by Inter-American Develop- 
ment Bank legal investments for fidu- 
claries. 

Ch. 345: Amends Sec. 36 Surrogate’s 
Court Act, to provide that in New 
York County, where there are two sur- 
rogates, the disability of one by reason 
of sickness or absence after his decision 
on any matter shall not impair its valid- 
ity and the other surrogate may effectu- 
ate it; excepts from business which may 
be disposed of in chambers proceedings 
in which there is right to trial by 
jury as well as contested probate pro- 
ceedings. 

Ch. 356: Amends Sec. 249-p Tax Law 
to exempt from tax estates of non- 
residents consisting of real property and 
tangible personalty in New York, gross 
aggregate value of which is less than 
$2,000 (conforming to provision respect- 
ing estates of residents). 

Ch. 396: Amends Sec. 359 Tax Law to 
exclude from gross income amounts (up 
to $5,000) received by beneficiaries or 
estate of employee paid by reason of 


death, even though considered capital 
gain. 
VIRGINIA 
Ch. 66: Makes bonds of Hampton 


Roads Sanitation District legal invest- 
ments for fiduciaries. 

Ch. 73: Makes Sec. 26-17, relating to 
exhibiting accounts to commissioner of 
accounts, applicable to “testamentary 
trustee, trustee under Sec. 37-141, and 
receiver under Sec. 55-44.” 

Ch. 428: Permits personal represen- 
tative who is sole distributee or bene- 
ficiary to file simple statement with com- 
missioner of accounts in lieu of pro- 
cedure for settlement required by Sec. 
26-17. 

H.B. 297: Exempts estates not exceed- 
ing $1,000 from requirement of three ap- 
praisers under Sec. 64-126. 
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FIDUCIARY 
DECISIONS 





CLAIMS — Devisee Entitled to Exon- 
eration from Personal Estate 


Mississippi 
Kent v. McCaslin, 117 So. 2d 804. 


T’s will provided: “To J. E. Kent my 
interest in Beulah Gin Co.” There was no 
provision in the will for the payment 
of debts; there was no residuary clause; 
and less than one half of the estate 
passed under the will, as T had other 
assets passing under the laws of descent 
and distribution. 

When T executed the will, he owned a 
one-half interest in the gin. Subsequent 
to the execution of the will, T and the 
other owner executed a deed of trust 
covering the gin property as security 
for a debt but the deed of trust specifi- 
cally provided that the debt was not the 
personal obligation of T. Prior to the 
death of T he acquired the remaining 
one-half interest in the gin property. T 
executed three promissory notes and the 
seller retained a vendor’s lien in the 
deed to T to secure these notes. 

The lower court, in a proceeding to 
construe the will, held that the real 
property devised to Kent was not to be 
exonerated from certain liens out of the 
personal property of the estate. 


HELD: Affirmed in part, reversed in 
part, and remanded. It is well settled in 
Mississippi that the personal estate of 
a testator is the primary source for the 
payment of his debts, and that a de- 
visee of real property is entitled to ex- 
oneration of his devise from the payment 
of a testator’s debt secured by liens out 
of the personal estate, unless a con- 
trary intention be indicated by express 
language of the will or by clear impli- 
cation. 

T’s will contained no express pro- 
vision that the devise should not be ex- 
onerated and, if implied, the implication 
must arise out of the words “my inter- 
est.” Those words, however, denoted T’s 
title to the gin property. The lower court 
erred in holding that appellant took the 
gin property subject to the vendor’s lien, 
but was correct in holding that the deed 
of trust was a charge against the proper- 
ty and not the personal obligation of T. 

There was no issue that the gift of 
“my interest” was sufficient to pass to 
the appellant the after-acquired one-half 
interest of T. 
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CLaims — Estate Not Liable for Sup- 
port Payments to Children 


Kentucky—Court of Appeals 
Bowling v. Rebirscn, 332 S.W. 2d 285. 


There was incorporated in a divorce 
judgment an agreement on the part of 
the divorced father of two children to 
pay to the mother a sum each month 
for the “care, support and education” 
of the two children. The judgment pro- 
vided that the obligation of support 
should continue “until further orders of 
the court.” Upon the death of the di- 
vorced father, the mother of the infants 
asserted a claim against the estate in an 
amount such as would have been paid by 
the father had the agreement been per- 
formed during the minority of the chil- 
dren. The trial court dismissed the claim 
on the ground that in the absence of a 
binding obligation to the contrary, the 
death of the divorced father terminated 
the obligation to support the children. 

HELD: Affirmed. Unless there is a 
provision of the judgment to the con- 
trary, the death of a parent who has 
been ordered to make payments for the 
support of his child automatically ter- 
minates the obligation with respect to 
periodic payments which would accrue 


after his death, and his estate is not 
bound for them. 
COMMUNITY PROPERTY — Certifi- 


cates Purchased with Community 
Funds Not Trenrs‘ormed by Issu- 
ance in Decedent’s Name as Trus- 
Tee 


Texas—Court of Civil Appeals 
Cook v. Cook, 331 S.W. 2d 77. 


Decedent purchased $60,000 in build- 


ing and loan certificates from comm unity 
funds after his second marriage. The 
issued in dece 


certificates were ent’s 
name as trustee for each of his ch idrey 
by his first marriage. All dividends froy 


the certificates were paid to de: eden 
until his death, and the certificates wer. 
placed in decedent’s safety deposi_ box. 
It was not shown that the children knew 
that the certificates existed. The childrey 
of decedent’s first marriage broug!t suit 
against his widow alleging that the cer. 
tificates were held in trust and weve not 
a part of decedent’s community «state 
The trial court held that no trust was 
created. 

HELD: Affirmed. The only circum. 
stance supporting the existence of a 
trust is the issuance of the certificates 
to decedent as trustee. This is_ insuff. 
cient to create a trust of the certificates 
in favor of decedent’s children by his 
first marriage. 


COMMUNITY PROPERTY — Surviving 
Spouse Must Elect When Will De. 
clares All Property to be Separate 


California—District Court of Appeal 

Estate of Sadie G. Johnson, 178 A.C.A,. 840 

(March 15, 1960). 

When Sadie Johnson died after 34 
years of marriage to Albert, property of 
the value of some $133,000 stood in her 
name. Her will declared “that all prop- 
erty of which I am is my 
separate property.” She gave all proper- 
ty of which she might die possessed 
equally to her husband Albert and her 
brother Harry. The Superior Court fixed 
inheritance tax on the basis of Harry 
taking only one-quarter and not one 
half of the estate. The lower court had 
found all property was community but 
concluded that Albert had a half interest 
in the estate as his share and that he 
and Harry each took a quarter interest. 

HELD: Reversed. When a husband or 
wife makes a will expressing a clear in- 
tention to dispose of all the estate of 
the testator in the belief that it is separ- 
ate property and by the will leaves 4 
portion of it to the surviving spouse, 
the latter, if -he or she claims a com 
munity interest in the property. has a 


possessed 
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, choice »etween taking under the will or INSURANCE — Liability and Property fails if the article has been given away, 
nity standi:g upon his or her right to half — Proceeds on Lost or Misplaced lost or destroyed during the testator’s 
The of wh tever is found to be community Specific Legacy Pass to Residuary life, and the testator’s intention is not 
ent’s propery. Legatees relevant. The burden of proving the dia- 
dren mond ring was part of the estate at the 
from Distr :BUTION — Estate of Trust In- “i piace germ ” testator’s death is on the specific legatee 
dent come Beneficiary Entitled to In- ee pee ; and this burden was not met. Payment 
Pig come Accrued During Litigation Testator specifically bequeathed all her of the loss by the insurer only shows 
box, oe jewelry to a friend. A diamond ring was__ that the insurance company was satisfied 
Knew eaeeinnaan-aagnetion Laas Caat not found by the executors but the ring that the ring was missing but the ring 
idren Thema . Domiet, S908 KD. 225. was insured and the executors collected may have been lost or stolen prior to 
- Suit The will provided that “the net in- the insurance proceeds. In consideration death. 
CF ome °** shall be paid quarterly or of the insurance company’s payment, the 
whi oftene! = convenient oo conoggane Se - pyr sol = LIFE TENANT & REMAINDERMAN — 
tin living at the time of suc calgon an eir In — in the — and su a - Distribution of Sun Oil Stock Not 
*} to the issue then living of any daughter’ the insurer to any claim the executors an Apportionable Event 
of mine then deceased.” The testator had for the ring’s loss. The specific lega- Sennitibiaiieeiiiimei Dein 

‘cum-| died August 26, 1956. One of his two tee acquiesced in the collection by the Pew Trust, 398 Pa. $23. 
of a} daughters, Lucy, died May 31, 1958, executors of the insurance proceeds but , 
icates | Jeaving issue, The settlement of the es- on the accounting the residuary legatees Shares of Sun Oil Co. were received 
isufi. | tate was held up by the existence of a claimed the proceeds. by the trustee on December 30, 1954, as 
cates} tort action on a claim exceeding the The Surrogate held that title to the a result of a resolution of the Board of 


v his' total value of the estate, which was final- legacy vested in the specific legatee as Directors which declared that each four 
ly disposed of in April, 1958 by judgment of the testator’s death, that in negotiating shares of the stock outstanding should 
in favor of the estate. On the date of with the insurer the executors were act- be equal to five shares and that the 

ae Lucy’s death the executors had in their ing as the representative of the specific holders of the stock should receive one 

me hands a balance of net income amounting legatee and that the specific legatee was additional share for each four shares 
shard to $255,000, besides some accrued inter- entitled to the proceeds. The Appellate held. No transfer was made from earned 
est on bonds, interest on capital and some Division reversed, holding that the speci- surplus to the capital account. The lower 
a1 dividends on some stock not yet re- fic legacy was adeemed because the Court held that this was not an appor- 
A. 840 | ceived, but declared and payable. There specific legatee did not show the prop-_ tionable event. The life tenant appealed. 


arate 


were accrued expenses chargeable to in- erty was part of the estate at the testa- HELD: Affirmed. This was not the 
ey 34] come amounting to $45,000. tor’s death, so the insurance proceeds type of division and distribution con- 
rty of The probate judge entered a decree passed as part of the residuary estate. templated by the apportionment cases, It 
in her f that Lucy’s executors were entitled to HELD: Affirmed. The specific bequest was a stock split and differs from a 


prop- } one half the net income accrued to the 
is my — executors prior to Lucy’s death. idle : oe ee 
ropel- HELD: Affirmed with modifications. 
sessed f The testator provided that the income 
id her F should be payable “quarterly or oftener.” 
t fixed F Except for the unforeseen delay due to 
Harty f the tort action, Lucy would have re- 
tC one- F ceived one-half of all income available 
it had} for distribution on or before May 26, 
ty but} 1958 measuring the quarters from Aug- 
iterest | yst 26, 1956, the date of death. The ap- 
hat he parent intention of the testator was that 
terest. | the income be distributed as it would 
and or | have been in Lucy’s lifetime if expected 
ear inf and directed distributions could have 
ate of | been made. Whether or not the trustee 
separ- f ‘ould have established a different date 
aves a} irom which to measure the quarters, they 
spouse, did not do so, and so the probate court 
a com- | decree could be modified by making the 





has af date May 26 instead of May 31. P ms Located off the Atlantic Coast on the Golden Isles of 
The decree should also be modified in We ™ SE: » Georgia—enjoy o myriad of seaside activities 
referring to “income which had accrued Fe . .. ocean bathing, fishing, boating, sunning. 
to the executors.” There should be no $ : Private pool. Skeet shoots. Outdoor dancing 
apportionment of accrued income not yet ‘ 8 and entertainment. Cuisine. Fascinating ac- 
eles sepable. But income in the executor’s Be q commodations. Club-like atmosphere. Riding 
hands should be considered as then pay- ‘ trails. Yacht Club. Golf ee Everything to 
sville able and go to Lucy’s estate as well as 3 make you enjoy your vacation. 
ither items then accrued and payable, B : : 
Jackson § such as overdue bond coupons, although Write today. 
the cash was received after May 26. 
A AA 
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stock dividend in that it takes place 
without any change in the then existing 
status on the corporate books of the 
earned surplus and capital accounts. The 
rationale — a division of corporate earn- 
ings and profits — which justifies an 
apportionment is absent in a stock split 
situation. Assuming, arguendo, that this 
stock distribution constituted a division 
of corporate earnings, which because of 
a New York Stock Exchange rule had 
been over capitalized in past years, the 
fact remains that such capitalization 
was not contemporaneous with the stock 
distribution and would represent only a 
partial capitalization of earnings. 


LIFE TENANT & REMAINDERMAN — 
Former Impeachable for Waste but 
Entitled to Remove Timber for 
Purpose of Enhancing Value of 
Real Property 


Tennessee—Supreme Court 
Thompson v. Thompson, 323 S.W. 2d 221. 


Testator devised to his widow a life 
interest in certain real property, and 
directed that she should receive there- 
from “the rents, profits and emoluments.” 
She was required to pay the taxes on 
the property and keep the improvements 
therein in good repair. The widow 
brought an action to determine what 
right, if any, she had to sell timber from 
the property. The Chancellor held that 
the widow had a right to cut and sell 
timber of a certain size from the proper- 
ty and that the proceeds thereof should 
become hers without restriction or limi- 
tation as to use. The Court of Appeals 
had modified the opinion of the Chancel- 
lor by construing the will to create an 
estate in the widow unimpeachable for 
waste, and held that the widow had the 
right to harvest timber crops from the 


property without liability to the remain- 
dermen. 

HELD: Reversed and decree of Chan- 
cellor affirmed. The widow is not given 
the right to sell timber from the farm 
in question for profit. The farm was not 
a timber farm, and an instrument creat- 
ing a life estate in farm lands, on which 
some timber is located, should not be 
construed to give the life tenant the un- 
restricted right to sell timber for profit 
unless the language and surrounding 
circumstances are reasonably clear in 
compelling such conclusion. In the pres- 
ent case the life tenant clearly could sell 
timber from the farm as might be neces- 
sary for the purpose of good husbandry 
and enhancement of the value of the 
farm. She would be entitled to sell older 
timber in order to clear sufficient area 
for the growth of young timber. She 
would, however, be impeachable for waste 
committed in the improper or unneces- 
sary sale of timber. As to timber sold 
according to the requirements of good 
husbandry and for the purpose of en- 
hancing the value of the farm, the life 
tenant would be entitled to the proceeds 
from the sale without accounting to the 
remaindermen, 


LIFE TENANT & REMAINDERMAN — 
Latter Take Trust Principal Out- 
right Where Income Beneficiary 
Predeceased Testator 


Texas—Court of Civil Appeals 
Cole v. Harris, 332 S.W. 2d 119. 


Testatrix devised her residuary estate 
in trust to be used for the support and 
benefit of her husband. Upon the hus- 
band’s death, the trust estate was to be 
distributed to named remaindermen. 
Testatrix’s husband predeceased her, and 
her son brought suit for construction of 
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the will. The trial court held that the 
residuary estate should be distributed 
outright to the named remaindermen. 


HELD: Affirmed. A bequest of prop. 
erty which is valid when made and 
which fails because of the death of the 
legatee prior to the death of the testator 
falls into the residuary clause unless a 
different intent is expressed in the will, 
It is presumed that a testator did not 
intend to die intestate as to any part 
of his property. It was testatrix’s clear 
intent that should her husband prede- 
cease her, the remaindermen named in 
the residuary clause should take her 
residuary estate. 


REVOCATION — Second Will Saving 
One Provision of Earlier Document 
Impliedly Revoked Remainder of 
Will 

Texas—Court of Civil Appeals 
Harris v. Strawbridge, 330 S.W. 2d 911. 


In 1928 testator, while domiciled in 
Wisconsin, executed a will disposing of 
Wisconsin realty. In 1940, while domi- 
ciled in Florida, he executed a second 
will containing the following language: 


“In and by a will made by me many 
years ago in Wisconsin, . . . I made cer 
tain disposition of property owned by me 
in the State of Wisconsin. I desire that 
the provisions of that Will shall stand 
unrevoked so far as they effect the said 
property in Wisconsin.” 


Testator’s widow and heirs became in- 
volved in a suit involving title to Texas 
realty. One issue raised was the effect 
of the above quoted language on the 1928 
will. This issue was not decided by the 
trial court. 


HELD: The 1940 will revoked the 1928 | 


Will except as to the Wisconsin realty. 











By the testator’s having said that the | 


provisions of the 1928 Will should re 
main unrevoked “so far as they effect 
the said property in Wisconsin,” he ev: 
denced an intent to revoke the other 
provisions of the 1928 Will. This result 
was reached even though it produced a? 
intestacy as to the Texas realty 


TRUSTS AND ‘STATES 


pu 
Ow 
ous 
an 
wh 
All 
aft 


ve} 
ret 


me 
rig 
De 
rec 
of 

tha 
con 
low 
Tr 
Wwe) 
mis 
peg 


che 
on 

eve 
ant 


ree 


ow 
tha 


M: 


I eee | 
1 


1-4} 





, the 
uted 


pr op- 

and 
f the 
tator 
ESS a 
will, 
1 not 
part 
clear 
yrede- 
ed in 
» her 


aving 
ment 
er of 


11. 


led in 
ing of 

domi- 
second 
ruage: 


» many 
de cer: 
by me 
re that 
| stand 
he said 


me in- 
Texas 
_ effect 
1e 1928 
by the 


he 1928 
realty. 
rat the 
uld re 
, effect 











he evi: | 


» other 


: result f 


aced an 


“STATES 


SPENDTHRIFT TRUSTS — Interest on 
Principal Payments Held to be 
Subject to Execution 


California—District Court of Appeal 


Estate of Setrakian, 178 A.C.A. 847 (March 


15, 1960). 


A judgment for wages, obtained against 
4 wife and her husband, was renewed 
as to the wife alone. The Probate Court 
having jurisdiction over a testamentary 
trust of which the wife was the benefi- 
ciary, following levy of execution, di- 
rected payment of the judgment from 
certain funds payable to her from the 
trust. The wife was entitled to $125,000 
payable in 14 annual installments of 
$8,000 and a fifteenth installment of 
$13,000. In a previous case she had been 
held entitled to interest on the unpaid 
installments. The lower court’s order 
made subject to execution her rights in 
the interest item. 

HELD: Affirmed. Even though a trust 
is a spendthrift trust, the surplus in- 
come over and above the sum necessary 
for the support of the beneficiary in ac- 
cordance with the usual and customary 
manner in which the beneficiary has 
been brought up may be reached by 
creditors. The income in question was 
surplus income within the meaning of 
the rule just stated. 


SPOUSE’S RIGHTS — E Bonds in Co- 
ownership Registration Not Sub- 
ject to Spouse’s Election 


Pennsylvania—Supreme Court 


Horstman Estate, 398 Pa. 506. 


Decedent, after her marriage in 1940, 
purchased 115 Series E bonds with her 
own funds in her name jointly with vari- 
ous nephews and nieces as co-owners, 
and placed them in a safe deposit box to 
which decedent and her niece had access. 
All but five of the bonds were purchased 
after the effective date of the Estates 
Act of 1947 which provided that a con- 
veyance of assets in which the decedent 
retains a power of revocation or con- 
sumption shall be treated as_ testa- 
mentary, giving the surviving spouse the 
right to take against such a conveyance. 
Decedent’s husband filed a petition to 
require the bonds to be included as part 
of the estate. No fraud was alleged or 
that the purchases of the bonds were 
conveyances under the Estates Act. The 
lower Court decided that, under the 
Treasury Regulations, the co-owners 
Were the owners of the bonds and dis- 


missed the petition. The husband ap- 
pealed. 

HELD: Affirmed. Decedent in pur- 
chasing the bonds presumptively relied 
on the Treasury contract that in the 
event the bonds were not surrendered 
and payment received prior to decedent’s 
death, the surviving co-owners would be 
recogniz as the sole and absolute 
owners the bonds. Upon the basis of 
that contract, the co-owners, as third 
May 196) 


party beneficiaries, are entitled to the 
bonds. Their rights do not arise from a 
sale, gift or bequest; they arise exclu- 
sively from the contract between the 
Treasury and the decedent. However, if 
the purchaser or the co-owners were 
guilty of fraud or other inequitable con- 
duct, the proceeds of the bonds might be 
impressed with a trust in the hands of 
the co-owners. In absence of a showing 
of such facts here, the proceeds are not 
subject to controversy and the executrix 


in this case is obliged to deliver the 
bonds to the co-owners. 
SPOUSE’S RIGHTS — Homestead AIl- 


lowance Does Not Survive Widow 


Missouri—Supreme Court, Div. 2 


Schubel v. Bonacker, 331 S.W. 2d 552. 


Testator died in February 1956 sur- 
vived by his widow. There were no sur- 
viving unmarried minor children. The 
widow died in April of the same year 
without having applied for homestead 
allowance. After the death of the widow 
her administrator, within the time al- 
lowed for filing claims against the hus- 
band’s estate, filed an application for 
homestead allowance which the trial 
court disallowed. 

HELD: Affirmed. The statute does not 
specifically say the allowance is payable 
in the circumstances presented. The 
homestead allowance under the statute 
is in lieu of dower and the former home- 
stead rights and neither of these sur- 
vived the death of the widow. The pur- 
pose of the right of homestead is to 
provide shelter and protection for the 
widow and unmarried minor children, a 
purpose which would not be served by 
payment of the allowance to the estate 
of the surviving spouse. 





TAXATION — Estate & Inheritance — 
Value of Marital Deduction Ex- 
cluded in Apportioning Taxes 
Among Beneficiaries 


Kansas—Supreme Court 


In re Estate of Rooney, 186 Kan. 200. 


The will directed that “the Federal 
and State Inheritance taxes which will 
be assessed against my estate be paid 
by the beneficiaries under the terms of 
my Will, each their proportionate share, 
and that my Executor hereinafter named 
is authorized to enforce the payment by 
each beneficiary for his or her share 
even though it were necessary for the 
Executor to sell the defaulting benefi- 
ciary’s devise or bequest for the purpose 
of payment of said tax.” 


Upon final settlement of the estate it 
was determined by the federal taxing 
authorities that the “net estate before 
marital deduction” amounted to $296,- 
787.59. The marital deduction was fixed 
at $148,393.79, thus leaving $148,393.80 
subject to federal estate tax which was 
computed at $17,063.12. Upon final set- 
tlement of the estate the executrix, in 
computing the federal estate tax appor- 
tionment, took for herself the full bene- 
fit of the marital deduction allowed to 
the estate. This meant that in respect to 
a devise to one Tiller, his proportionate 
share of the amount of federal tax to be 
paid, was figured on the ratio that his 
devise bore to the estate, excluding the 
marital deduction. 


The trial court held that in computing 
the proportionate amount of the tax 
owed by each beneficiary, in accordance 
with the quoted clause of the will, the 
marital deduction was to be excluded. 


HELD: Affirmed. 


Always at Your Service 


in Banking and Trust Matters 





CITIZENS 
FIDELITY 


BANK & TRUST CO. 
LOUISVILLE 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION @ 


SINCE 1858 


Kentucky’s Largest Bank 


TRUST DEPARTMENT 


FEDERAL RESERVE SYSTEM 





501 








TERMINATION Destruction of 
Trusts Ruled Unjustified After 30 
Years 


Missouri—Supreme Court, Div. 1 
Hughes v. Neely, 332 S.W. 2d 1. 


Testator created a trust in certain 
land by will giving an interest to his 
daughter, Margaret, for life and at her 
death the remainder was to go free of 
trust to her heirs. Testator also created 
a trust in other lands by deed giving 
Margaret a life interest and on her death 
the lands were to go to heirs of her 
body. 


In 1930 Margaret and the trustee 
brought actions in the Circuit Court to 
declare the trusts void and to declare 
that Margaret owned the land in fee 
simple. The pleadings in these actions 
alleged that because of floods, crop fail- 
ures and economic conditions and _ be- 
cause of the illness of Margaret requir- 
ing great expenditure for her care, all 
of said conditions not being within the 
contemplation of the settlor, the pur- 
pose of the trusts became impossible and 
the trusts failed. The Circuit Court so 
found and decreed that the trusts were 
terminated and that Margaret owned a 
fee simple interest in the lands. 


Plaintiffs here are the son and daugh- 
ter of Margaret and defendants are pur- 
chasers of the land from Margaret. One 
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of the plaintiffs was a defendant in the 
1930 cases, the other had not yet been 
born. The Circuit Court in the present 
case held the 1930 judgments were null 
and void and defendants appealed. 


HELD: Affirmed. Where the purpose 
of a trust has become impossible of ac- 
complishment or to continue a _ trust 
would defeat the purpose of the settlor 
a court will direct or permit the ter- 
mination of the trust. However, the facts 
in the 1930 cases were insufficient as a 
matter of law to permit termination of 
the trusts and it therefore appeared 
from the face of the record that the 
court had no authority to enter its judg- 
ment. 

Even if the trusts were terminated 
Margaret would only get a life estate. 
Such termination would not affect the 
contingent remainder. (The court quotes 
with apparent approval a statement by 
Professor Willard L. Eckhardt in the 
Missouri Law Review that contingent 
remainders are indestructible in Mis- 
souri.) 


WILLs — Construction — Anti-Lapse 
Statute Applicable Where All 
Named Legatees Predeceased — 
After Acquired Property 


South Dakota—Supreme Court 
In re Burns’ Estate, 100 N.W. 2d 399. 


1. In the twentieth paragraph of her 
will, testatrix gave the residue of her 
property to her three sisters, Clara, Fan- 
nie and Ida, share and share alike; “and in 
case of the death of any of said persons, 
said residue shall be divided equally be- 
tween the survivors of said persons.” The 
three beneficiaries all predeceased her, 
only Fannie leaving descendants. The ap- 
pellants, the descendants of Fannie, 
claimed that the anti-lapse statute gov- 
erned the distribution of the residue, SDC 
56.0232 providing that when any property 
is bequeathed to any relation of the 
testator who dies before the testator 
leaving lineal descendants, the latter take 
the bequest. 


2. Paragraph eighth bequeathed “all 
Fully Administered stock, George Put- 


nam Fund, and General Bonds (-zroup 
securities)” to a niece. After the ¢xegy. 
tion of the will testatrix acquired (9 aq. 
ditional shares Fully Administered Fung 
and 125 shares George Putnam Fund as 
dividends, and 100 Low Priced snares 
and 100 shares George Putnam “und, 
apparently by purchase, and on these 
she received respectively, as stock diyj. 
dends, 15 shares Capital Growth Fund 
and 100 shares George Putnam Fund, 
The certificates of Low Priced shares 
and Capital Growth Fund contain this 
statement: “A class of the Capita] 
Growth Stock of Group Securities, Inc..” 
which statement is also on the certificates 
of General Bond shares and Fully Ad. 
ministered Fund. 


HELD: 1. The distribution of the re. 
sidue must be to Fannie’s descendants, 
The survivorship requirement is applic- 
able only where one survives. The testa- 
tor did not contemplate the situation 
where none of the legatees survived and 
accordingly the anti-lapse statute oper- 
ated. Since the provision about survivor- 
ship virtually becomes nugatory in the 
event that has happened, it makes no 
difference which legatee died first. 


2. Paragraph eighth gave to the niece 
all of the General Bond shares, Fully Ad- 
ministered shares and shares in the Put- 
nam Fund owned by the testatrix at the 
time of her death. The situation as to Low 
Priced shares and Capital Growth Fund 
is different. Group Securities, Inc., and 
George Putnam Fund are both invest- 
ment funds. The latter is a single fund 
while Group Securities operates 23 in- 
vestment funds. The shares that it is- 
sues in each of these funds are desig- 
nated classes of the Capital Growth 
Stock of Group Securities, Inc. Had test- 
atrix intended to give all classes of stock 
that she owned at her death in Group 
Securities, Inc., it was unnecessary for 
her to mention Fully Administered Stock 
and General Bonds because these are 
both classes of its stock. The phrase 
“group securities” was merely descriptive 
of General Bonds, Also when the will 
was made she did not have any Low 
Priced or Capital Growth Fund shares. 
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3 The will does not mention the pay- 
ment of federal estate tax and South Da- 
kota has no statute providing for its 
proration. The prevailing practice in this 


state is to pay such tax out of the residue 
unless tlie will specifies otherwise. If the 
rule of prorating is put into effect in this 
state it should be done by the Legislature 
and not the courts. 
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WiL_ts —— Construction — Trust Cre- 
ated Vested Interest in Prede- 
ceased Beneficiary 


Pennsyivania—Supreme Court 


Hope Estate, 398 Pa. 470. 


Testator died in 1914, Her will estab- 
lished three identical trusts for her 
sister and the latter’s two daughters, 
Helen and Lillian, to pay the income 
to each for life and at the death of 
each, to pay the income to their issue 
per stirpes until the arrival of the 
youngest child at age 21, at which time 
the principal was to be distributed to 
such issue per stirpes. If Helen or Lillian 
died without issue surviving, the prin- 
cipal of her trust was to be paid over to 
the trustees of the other two trusts. 

The sister died in 1937 survived by 
Helen and Lillian; Helen died in 1942 
survived by four children, one of whom, 
Franklin, died in 1952 without issue; and 
Lillian died in 1958 without issue. When 
Helen died in 1942 the principal of her 
trust was distributed to her four chil- 
dren. The lower Court awarded one- 
fourth of the principal of Lillian’s trust 
to the personal representative of Frank- 
lin. Helen’s other children appealed, con- 
tending that Franklin’s interest was con- 
tingent on surviving Lillian. 

HELD: Affirmed. The language of the 
will gives the principal of Lillian’s trust 
to trustees to be held on the same trusts 
and to be paid to the same persons and 
upon the same terms and conditions as 
were provided for in MHelen’s_ trust. 
Since Franklin survived his mother and 
was living when her youngest child at- 
tained 21, Franklin’s interest in Helen’s 
trust became vested at that time. If he 
had died before the trustees had actually 
paid him his one-fourth share of Helen’s 


trust, his estate would have been entitled 
absolutely to a one-fourth share of that 
trust and, therefore, one-fourth of the 
accrual share of Lillian’s trust. 


WILLs — Joint & Mutual — Agree- 
ment to Bequeath Upheld Subject 
to Spouse’s Rights 


Oregon—Supreme Court 
Patecky v. Friend, 350 P. 2d 170. 


Samuel Friend died leaving a widow. 
Lillian, who was named executrix under 
his will and who is the defendant in this 
proceeding. The other defendant, Jindra 
Bunn, is a legatee but unrelated to the 
deceased. The decedent was previously 
married for more than 50 years to Em- 
ma, who died in 19538. In 1944, they made 
a partnership agreement with respect to 
certain properties. They also made 
mutual and reciprocal wills, under which 
the property was given to the survivor 
and, if the surviving spouse was not liv- 
ing, to the plaintiff. Upon the death of 
Emma, all her property was given to 
Samuel Friend. 

In 1955, Samuel married Lillian, the 
effect of which was to revoke the above 
described will. Samuel died on June 3, 
1956, leaving a will which gave $3,000 
to the plaintiff, $3,000 to Jindra Bunn and 
the remainder of his estate to Lillian. 
The plaintiff claims that there was an 
oral agreement between Samuel and his 
first wife, Emma, sustantiated by their 
reciprocal wills, that everything was to 
go to the plaintiff upon the death of the 
last survivor of the two. The trial court 
held that the plaintiff had proved an 
agreement and decreed the plaintiff to be 
entitled to the entire residue of the de- 
cedent’s estate. 


HELD: The plaintiff had sufficiently 
established an oral contract but specific 
performance of a contract is not a matter 
of right in equity. It is more a matter 
of grace resting in the sound discretion 
of the court, controlled by equitable prin- 
ciples. Under equitable principles, Lil- 
lian, the second wife, was entitled to the 
statutory rights as the widow of the de- 
ceased, which included an allowance of 
sustenance and support as provided by 
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statute, the property exempt from execu- 
tion as a homestead, a dower in any 
real property other than the homestead, 
and a reasonable attorney’s fees in the 
suit. The balance of the estate should 
go to the plaintiff. 


WILLs — Probate — Production of 
Later Will Which Expressly or Im- 
pliedly Revokes Earlier Will Con- 
stitutes Will Contest 


Tennessce—Supreme Court 


In re Ambrister’s Will, 330 S.W. 2d 330. 


After the death of testatrix two paper 
writings were found, each purporting to 
be her will. One of these, dated January 
10, 1959, was offered for probate in 
solemn form at a hearing on February 
13, 1959. Previously, the second will, 
dated February i, 1959, had been offered 
for probate in common form, but the 
probate proceedings had not been com 
pleted. Following the hearing on Febru- 
ary 138, 1959, the Probate Court ad- 
mitted both wills to probate, and the 
entire record was certified to the Cir- 
cuit Court for trial as a will contest. 
The Circuit Judge, however, held that 
there had been no sufficient contest of 
the probate in sclemn form by the pro- 
ponents of the second will, and held that 
the Probate Court, after probating the 
first will in solemn form, was without 
jurisdiction to probate the second will. 
Accordingly the Circuit Court sustained 
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the first will and denied the proponents 
of the second will the right to contest 
the same. 

HELD: Reversed. The proponents of 
the second will proceeded in a complex 
and obscure manner, apparently for the 
purpose of trying to achieve a position 
of having the right to open and close the 
argument in Circuit Court in the trial 
of the will contest. Nevertheless, the 
order of the Probate Court permitting 
probate of the first will in solemn form 
was void and should have been set aside 
by the Circuit Court since the produc- 
tion of the second will gave sufficient 
notice that the first will was being con- 
tested. 

Likewise, the order of the Probate 
Court undertaking to probate the second 
will was void and the Circuit Judge cor- 
rectly so held. The Circuit Judge should 
have held that by filing the second will, 
the proponents thereof were contesting 
the first will, and should have permitted 
them to go to trial on the question of 
the validity of each of the respective 
wills. 

Ao ek A 

TRUST DRAFTING CONTEST WINNERS 

Winners of a _ trust-drafting profi- 
ciency contest which the Union Commerce 
Bank of Cleveland sponsored among stu- 
dents in the trust class at the Western 
Reserve University School of Law were 
announced last month by Dean Edgar I. 
King and by Edward F. Meyers, vice 
president in charge of the Trust De- 
partment. They are William P. Inman, 
who took first prize of $100, and Richard 
R. Pells, winner of $50 second prize. 

The prizes were awarded at a luncheon 
attended by members of the trust class 
and faculty of the School of Law, bank 
officials, and Ivan L. Miller, a Cleveland 
attorney who acted as reader. 

A & A 
DRAFTING CONTEST WINNERS REWARDED 

First prize of $100 was awarded to 
Eugene W. Salisbury in the Seventh An- 
nual Legal Instrument Drafting Contest, 
sponsored by The Marine Trust Co. of 
Western New York in collaboration with 
the Law School of the University of 
Buffalo and the Erie County Bar Asso- 
ciation. Prizes of $75, $50 and $25 re- 
spectively were awarded to Henrik H. 
Hansen, Stanley M. Lopat, Joseph F. 
Shramek, and Certificates of Honorable 
Mention were presented to six other 
seniors of the Law School. Awards were 
presented by senior vice president John 
M. Galvin at a luncheon in the Presi- 
dent’s Dining Room. 

The problem assigned was “‘Dispositive 
Clauses, including Marital Deduction 
Trust Provision, Relating to Recent 
Amendments in the Decedent Estate Law 
on the Rule Against Perpetuities and Ac- 
cumulation of Trust Income.” Judging 
the papers were attorneys George C. 
Sweet, William H. Gardner and Irving 
Brott, Jr. 
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Throughout the world, demand for copper continues 
to rise. The cause for this increasing demand is not 
hard to find: The revolution in electronics, tech- 
nological progress in many industrial fields, a rapidly 
rising population and steadily improving living 
standards have been chiefly responsible. The copper 
industry stands ready to meet this growing demand 
with an ever-increasing productive capacity, thanks 
in part to Anaconda’s development of important 
copper deposits in Chile. 

Through the unique pipeline system shown above 
at Anaconda’s new El Salvador mine and concen- 
trator, the copper concentrate in slurry form flows 
down the western slopes of the Chilean Andes for 14 


ANaconpA 





Industry’s Growing 
Needs 


pouring through 
Anaconda’s pipeline down 


miles to the Company’s railroad loading point at 
Llanta. There it is dewatered before being hauled to 
the Potrerillos smelter—the end result of three years 
of research, development, construction, and a 110- 
million-dollar investment. 

Despite all of the copper Anaconda has produced in 
the past, the Company’s ore reserves today are sub- 
stantially greater than ever before. In the future, 
Anaconda may be counted on to continue its mineral 
exploration—to continue developing, in its research 
laboratories, new applications for copper, brass and 
bronze—to continue meeting the growing needs of 
world industry for more and better products in the 
entire nonferrous metal field. 
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SUBSIDIARIES OF ANACONDA MANUFACTURE: COPPER AND ALUMINUM ELECTRICAL 
WIRES AND CABLES: ALUMINUM FOIL. SHEET, ROD AND BARS, STRUCTURALS, TUBING 
AND EXTRUDED SHAPES: COPPER, BRASS AND BRONZE SHEET, PLATE, TUBE, PIPE, ROD, 
FORGINGS AND EXTRUSIONS; FLEXIBLE METAL HOSE AND TUBING. 








Time is money and his work saves you time 


FACT-DIGGING takes time...and lots of it. And 
it’s as vital a part of the Connecticut General 
man’s work as it is of an attorney’s. So his man 
hours spent serving one of your clients mean a 
saving in hours of your time. 

The CG man’s initial visit will show you how 
valuable his time-saving work can be. The notes 
he brings you contain a complete listing of your 
client’s assets and needs. Where a gap exists 
between the two, he has sound suggestions for 
your consideration, based on intensive study. 


This groundwork done, you are free to give the 
client rapidly the full benefit of your counsel. 
When the CG man’s work proves as productive 
to you and to your client as it has to so many 
others, then you’ll find yourselves working 
together for years to come. 

Connecticut General Life Insurance Company, 
Hartford 
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